: 
es 


/oU2 


EB No 13 





sERIODICAL A OCTOBER 77, 1931 


ENERAL LIB 
er OR Mice 


Low Prices Hold Key to Foreign 
and Domestic Trade 


By CHARLES BENEDICT 


The Revolt Against Gold 


By GEORGE E. ANDERSON 


Utilities Under Changing Investment 
Appraisal 


By RAYMOND F. YATES 
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Protect your future by linking it with the nation’s future, 








FAIRCHILD AERIAL SURVEY, INC, 


The German Super 
Flying Boat, Do X, 
passing over the 
Battery, New York 
City. 


Tomorrow’s Industries Will Aid the 
Future of Cities Service 


So strongly entrenched in the life of the 
country is Cities Service Company, so 
necessary are the services rendered by its 
subsidiaries, that its future growth is as- 
sured. Whether in the field of gas or 
electric service, or the distribution of 
petroleum products, Cities Service ex- 
pands with the growth of the communities 


it serves. 


The airplane may largely supercede the 
automobile, but it will have to be manu- 
factured with the help of oil, natural gas 


and electricity. 


Tomorrow’s industries may differ rad- 
ically from today’s, but they too will con- 
tribute to the earnings of Cities Service 


Company. 


HENRY L. DOHERTY & COMPANY 
60 Wall Street (A) New York City 


Branches in principal cities 


LISTEN [:N—Cities Service Radio Hour—A pro- 
gram of variety music with Jessica Dragonette, the 
Cavaliers and Rosario Bourdon’s Cities Service 
orchestra. Fridays, 8 P.M., Eastern Standard Time 
—WEAF and 36 N. B. C. Associated Stations. 





HENRY L. DOHERTY & COMPANY, 
60 Wall Street, New York, N. Y. 


Please send me full information about Cities Ser- 
vice Company securities. 
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TO RECOVER YOUR ORIGINAL 
INVESTMENT CAPITAL 





CONSIDER THESE 
SEVEN FEATURES 





The Investment Service has 
seven unusual and valuable 
features, which make this 
service an essentially practi- 
cal one. This service is:— 


PERSONALIZED 


Each subseriber’s account is 
treated individually. All 
recommendations are based 
on the subscriber’s personal 
requirements. There are no 
“blanket” 


COMPREHENSIVE 


The service covers all types 
of securities—bonds, com- 
mon stocks, and preferred 
stocks, 


CONFIDENTIAL 


The affairs of every sub- 
scriber are held in the strict- 
est confidence. This is guar- 
anteed by the integrity and 
high business standards ‘of 
THE MAGAZINE OF WALL 
STREET. 


CONTINUOUS 


The service supervises each 
subseriber’s holdings con- 
tinuously so that no develop- 
ment can take place un- 
known to the service direc- 


recommendations. 


tors. Rec dations are 


made at the time when they 

will be of greatest value, and 

subscribers are not obliged to 

consult the service in order to 

=— these recommenda- 
ions. 


AUTHORITATIVE 


The directors of the service 
are experts who have been 
hand picked from THE 
MAGAZINE OF WALL 
STREET staff for their 
known ability to render valu- 
able investment advice. 


RELIABLE 


THE MAGAZINE OF WALL 
STREET is an outstanding 
authority in judging security 
values, and its reputation in 
this respect assures the relia- 
bility of the service. 


UNBIASED 


The Investment Management 
Service has no securities to 
sell and holds no brief for 
any particular investment. 








The present business and financial situation offers you an op- 
portunity—which may not be equalled for years to come—to re- 
cover investment losses and make substantial profits as well. But 
you must act wisely—and promptly. 


There are many companies whose securities are today definitely 
under-priced—but not all issues deserve this rating. Some which 
were formerly well situated do not show prespects of early or 
sustained recovery. If you are to derive maximum investment 
profits you must choose carefully and buy at the proper time. 


The Investment Management Service will assist you in making 
your present portfolio the basis of a profitable campaign, and 
through the daily supervision of your holdings by investment special- 
ists it will permit you to always keep your funds most profitably 
employed—consistent with safety and conservative investment pro- 
cedure. This service differs from the usual advisory service with 
which you may be familiar—for it is a personal form of counsel 
adapted to exactly fit each client’s specific needs. The cost is mod- 
erate—and you do not require new capital to derive full benefits. 


If you will send us a list of your present security holdings we 
will be glad to outline the specific application of our counsel in 
your case and to advise you regarding the cost of our guidance. 
Send in the coupon below and be sure to give us all of the data 


requested. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 
FORTY-TWO BROADWAY NEW YORK, N. Y. 


Investment Management Service 10-17-31 


42 Broadway, New York, N. Y. 


Gentlemen: 


I am enclosing herewith my list of holdings. Kindly study this list and tell 
me, by mail, how your service would help me solve my investment preblems. 
me your booklet and the minimum cost of service on my account. 


This places me under no obligation. 
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My present investment capital, in addition to the securities listed, 
is approximately $........... er 
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YOU CAN BUY 





Good Securities 





in Small or Large Lots on 





Partial 


Payments 


Ask for Booklet M.W. 2, which 
explains our plan and terms 





Odd Lot Orders Solicited 





Outright Purchase or 
Conservative Margin 


James M. Leopold & Co. 


Members New York Stock Exchange 


70 Wall Street 
Established 1884 


CLL MMMM A MAM 


New York 
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THE REASON FOR 


CONFIDENCE 


Mass production methods can 

be used either to turn out 
inferior products at low prices, 
or superior products at reason- 
able prices. 


Stewart-Warner has, from the be- 
ginning, adopted the latter pol- 
icy. That is its reputation 
among the tens of millions of 
users of its products in all parts 
of the world. And it is a strong 
reason for the confidence so uni- 
versally reposed in  Stewart- 
Warner. 


Copy of latest financial report 
and list of products manufac- 
tured will be mailed to any ad- 
dress upon application. 


STEWART-WARNER 
CORPORATION 


1826 Diversey Parkway Chicago 
and suesidiaries 
Stewart-Warner-Alemite Corp’n 
of Canada, Led. 

The Alemite Corp’n 
The Bassick Co, 

The Stewart Die Casting QGorp'n 
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INTERNATIONAL POWER 
and PAPER COMPANY 
of NEWFOUNDLAND, LIMITED 


¥ 


Gross sates of International Power and Paper 
Company of Newfoundland, Limited for the six 
months ended June 30, 1931 amounted to $4,301,- 
751 as against $4,230,808 for the corresponding 
period of 1930. Net revenue, including other in- 
come, available for interest and reserves amounted 
to $1,519,468 as compared with $1,364,479. 


This is an increase in net revenue of 11 per cent 
over last year in spite of the effect on 1931 earn- 
ings of the $5 per ton cut in newsprint prices. 
Mill operating efficiency is increasing steadily and 
large savings in fuel costs are resulting from the 
installation of 58,000 horsepower additional gen- 
erating capacity at the Company's hydro-electric 
plant. 








Net revenue, including other income, for the 
first six months of 1931 was at the rate of almost 


FRONT DRIVE 13 times the interest requirements on the first 


mortgage bonds before deductions for deprecia- 


e 
gre atest fin e tion and depletion, and 10 times such interest re- 
quirements after deductions for depreciation and 
ear value depletion. 
s 2 3 9 5 For a copy of the 1930 report of International Power and 
Paper Company of Newfoundland, Limited, address 


f.o. b. Auburn, Indiana 
Equipment other than standard at extra cost 
Prices Subject to Change Without Notice x 


INTERNATIONAL. 
PAPER and POWER SECURITIES, Inc. 
220 East 42nd Street, New York 








AUBUBN AUTOMOBILE CO., AUBURN, INDIANA 
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Over 1600 Securities 


Earnings, 1929-30-31—Price Range—Current Comment 
—lInvestment Rating 


Revised monthly, giving you at a glance essential facts 
and up-to-date data for checking security values. 


THE MAGAZINE OF WALL STREET’S Monthly “Adjustable Stock Ratings” keeps you 
posted on current developments and investment outlook for every New York 
Stock Exchange Security, important Curb Market Securities and Bank and Insur- 


ance Stocks. 
Our monthly “Adjustable Stock Ratings” will be of inestimable help to all subscribers to THE 
MAGAZINE OF WALL STREET in keeping up-to-date on all securities in which they may be inter- 
ested and in checking changes in the outlook for securities previously purchased. 
Now, more than ever with business turning the corner, you will want the guidance of THE 
MAGAZINE OF WALL STREET supplemented by our “Adjustable Stock Ratings” so that you 
can— 

—Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. 

—Know what industries are progressing—which are declining. 

—Know what companies offer the soundest profit possibilities. 

—Have all the essential facts all the time. 


Original Methods Special Advantages 


Our Ratings show both the outlook for the industry and the 
position of the security in that industry, whether good or bad, 
enabling you at all times to have the expert advice of our experi- 
enced business and security analysts. Before buying or seHing 
any security consult these ratings. Business conditions na‘ 
change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to see 
if a change has taken place in the outlook for their holdings. 

Our Comments are changed frequently, keeping you up-to-the- 
minute on new developments likely to affect prices. 

Our Conclusions are based on intensive analyses of the com- 
bined fundamentals of each security—plus the future outlook for 
the general market. 


—Handy Pocket Siee. 

—For your convenience in quickly locating any Company, all the 
stocks, whether New York Stock Exchange or Curb, are ar- 
ranged in one alphabetical list, marked with an “N” or “C.” 

—Numbered lines and special division markers enable you to 
get all the essential data at a glance. 

—The Industry the Security represents—and other special indus- 
trial activities are shown, as these are of prime importance in 
judging the future of a company. 

—Statistical Data:—You will~find the important statistics so 

essential in judging and keeping track of your company—earn- 

ings—price range—dividend information—funded debt—shares 
outstanding—ticker symbols, and latest interim earnings available. 





Assembled in concise form, this booklet gives you—at a glance—information absolutely neces- 
sary to every investor. These “Adjustable Stock Ratings,” in combination with THE MaGa- 
ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 
your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book 


for a limited time we offer THE MaGazine OF WALL Street for one year, including full consultation privileges of our Personal 
Service Department, (regular price $7.50) and the Monthly “Adjustable Stock Ratings” one year (regular price $2.50)—all for 
$9.00. If you are a subscriber now, the expiration date of your current subscription will be extended accordingly. 


poococcccccccnnrnee Mail This Coupon Today -—-———————-——-—-—-—-—-—---—— 
The Magazine of Wall Street Oct. 17, R. B. 1931 | 
i 42 Broadway, New York, N. Y. | 
| Enclosed is my check for $9.00. (Enter) (Extend) my subscription to The Magazine of Wall Street for one year | 
| (26 issues) including full consultation privileges of your Personal Service Department and also send me the next 12 | 
{ issues of the Monthly “Adjustable Stock Ratings.” | 
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| Canadian and Foreign $1.00 additional 





820 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL ST. REET 


Hau yw BS 

















nt 


A Start in the Right Direction 


HE new Hoover program, designed to check disastrous liquidation 
and to bolster confidence in the country’s banking position, is a de- 
you cisive and courageous remedy. It has been accepted hopefully by the 





ork public, as evidenced by the sharp rally in the securities markets. There is 
sur- substantial reason for believing that the remedy will prove effective within 

the recognized limits of its purpose. Of course, the plan cannot be carried 

through in its entirety at once. That is to say, any relief that may arise 
THE from the broadening of Federal Reserve powers to include the rediscounting 
ter- of banking assets now ineligible, or the Government’s subscription to 

Federal Land Bank stock to afford farm relief, must await Congressional 
THE action and be subjected to the inevitable political cavilling and delay that 
you will ensue. 

There is, however, prospect of more immediate and definite benefit to 
be expected from the $500,000,000 banking pool which is being privately 
formed through the co-operative efforts of leading banking institutions the 
country over. In other words, after rushing vast sums to Europe for the 
indirect protection of the foreign credits of the larger American banks, we 
are now undertaking some belated rescue work at home. The smaller banks, 
from which has come a major portion of the necessitous liquidation of stocks 
and bonds in recent weeks, are to be the beneficiaries. 

The necessary funds are being supplied by competent bankers. This 
ta means that they will be competently applied. They will not be poured 
“C.” intoa sieve. They will not save incompetent bankers and hopelessly frozen 
ou banks from failure. But they will greatly strengthen the position of hun- 
lus- dreds of sound institutions which are caught in the grip of unjustified 
ie public fear. 
$0 If we know that we can get our money upon demand, we leave it in 
al the bank. Ifa bank knows it can resort to a pool of combined resources in the 
ble. event of emergency, it will be able to relax its insistent quest for liquidity 
-" at the expense of throwing overboard sound investments at disastrous 
+A- prices and of forcing customers to sacrifice the collateral behind their loans. 
‘s In this manner the Hoover plan should have the effect of loosening the en- 
si tire banking situation, and rendering more credit available. 


To some extent it has already had such an automatic result in the 
lifting of securities quotations. Whether this benefit will be retained will 
depend entirely upon the success or failure of the obvious task of consoli- 
dating and extending the improvement now effected in sentiment. Even 

- $500,000,000 is a drop in the bucket if the hysteria of money-hoarding is 
not stamped out. There is not enough money in the world to pay off all 
bank depositors upon simultaneous demand. 

As with the “moratorium rally” last June, the first burst of public 
enthusiasm may be expected to wane. The depression cannot be routed 
overnight. The attack upon it must be pressed relentlessly. The Presi- 
dent, the Congress and the banking leaders of America have a tremendous 
opportunity and responsibility. If they can rise to it and make “‘national 
unity” a positive force, rather than a mere slogan, that fact alone will do 
more to revive public confidence than any other. 
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Quit Work 


at 55 


HIS page tells how you can pro- 

vide a life of leisure for yourself by 
following a simple financial program 
called the Retirement Income Plan. 

You don’t have to be wealthy to fol- 
low this plan. All you have to do is 
to make a payment of a few dollars a 
month—the exact amount depending 
on your age. 

Your retirement income begins at any age 
you say—55, 60, or 65. It can be any amount 
you wish—$100 a month, $200, $300, or more. 

This life income is as sure and as safe as a 
government pension. It is unconditionally 
guaranteed to you by the Phoenix Mutual 
Company, an 80-year-old company with 600 
million dollars of insurance in force. 

Once you have provided an income for 
yourself under the Phoenix Mutual Retire- 
ment Income Plan, you may rely on that 
income completely and implicitly. Nothing 
can stop it. Nothing can delay it. Nothing 
can take that income from you. 

There are other benefits which may be in- 
cluded in this plan. A guaranteed income for 
your wife, in case anything happens to you. 
Money to send your children to college. 
Money for emergencies. Money to leave your 
home free of debt. Money for other needs. 


Send for the facts 


Perhaps the greatest advantage of the plan 
is this: The minute your first payment is made 
your biggest money worries begin to disap- 
pear. Even if you were totally and perma- 
nently disabled the next day, you would not 
need to worry about finances. Shortly there- 
after, you would be paid a regular monthly 
income to live on. Your payments would be 
made by us out of a special reserve fund pro- 
vided for that purpose. 

For completeness, for safety, for absolute 
freedom from money worries, there is noth- 
ing that can equal the Phoenix Mutual Re- 
tirement Income Plan. 





Retirement Income Plan 


Here is what a $200 a month Retirement Income 
Plan will do for you: 

Ic guarantees when you are 55 
A Monthly Income for life of $200, which assures 
a return of $20,000 and perhaps more, depending 
on how long you live. Or if you prefer, a Cash 
Settlement a $30,200. 

It guarantees upon death from 

any cause before age 55 

A Cash Payment to your beneficiary of $20,000. Or 
a Monthly Income for life. 

It tees upon death from 

accidental means before age 55 
A Cash Payment to your beneficiary of $40,000. Or 
a Monthly Income for life. 

It guarantees in event of permanent 
total disability before age 55 

A Monthly Income to live on. Plans for retirement 
at older ages are also available. 








Think of it—the thrill of it! The rock- 
bound security of it! A guaranteed income 
you cannot outlive. What a load off your 
mind, What a weight off your shoulders. The 
sudden lifting of your biggest financial wor- 
ries gives you a new lease on life—a new 
outlook—a new freedom you never experi- 
enced before. 

An intetesting 24-page booklet explains 
how this plan works—how it can be adapt- 
ed to your needs. Send for your copy today. 
No cost. No obligation. 


PHOENIX MUTUAL 


LIFE INSURANCE COMPANY 
Home Office : Hartford, Conn. First Policy Issued 1851 














PHOENIX MUTUAL LIFE INSURANCE CO., 642 Elm St., Hartford, Conn. 
Please send booklet giving me full information about your new 
Retirement Income Plan 








Date of Birth 











Name 
Busi Address 
Home A ddrece 
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Necessary 
Business Economics 
for Successful 
Investment 


by Oliver C. Cameron 


EVERY successful investor and 

trader consciously or sub- 
consciously uses the fundamental 
principles which are so clearly 
described in this important book. 
It sets forth the significance of 
supply and demand, under-pro- 
duction and over-production, the 
effect of good and bad crops, the 


lar factors which should help you 
to recognize the signs and take 


material benefit. 


174 Pages. Illustrated with graphs 
and charts, replete with examples 
and suggestions. Richly bound in 
dark blue flexible imitation Mo- 


PARTIAL CONTENTS 


Economics the Science of Busi- 
ness.—The Corporation’s Posi- 
tion —Distribution and Exchange. 
—How Prices are Controlled— 
The Most Important Element in 
Price-Making.— Various Types of 
Market. — Farmer, Merchant, 
Speculator—Principles of 
Money.—Credit and Banking — 
Federal Reserve System.—Busi- 
ness and Stock Market Cycles.— 
Corporation Profits During Busi- 
ness Recovery.—Business Barom- 
eters and Trade Indicators — 
Charts No Substitute for Judg- 
ment.—Types of Charts——Con- 
struction of Charts——Assigning 
Values to the Scale-—Sources of 
Data. 


$1.00 Postpaid 


Only a Limited Quantity Available 
at This Special Price 
Se Mail Today —~~—~~ 

October 17-A 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 
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Mr. Hoover is Trying to Help—High Cost of Govern- 


ment—Laval’s Visit—Spread the Work!—State Tariffs 


—Help for the Bond Market—The Market Prospect 


TRYING TO HELP difficulties of securing 

disinterested cooperation 
can appreciate the task to which Mr. Hoover has set 
himself to shorten the period of this depression. He 
risks being criticized if any of his plans fall short of 
the hopes for them and his critics will be among highly 
placed men, capable of taking leadership but who have 
not done so up to the present. In fact the scarcity of 
strong men has been pitifully apparent these past two 
years. 

Have men become so soft that they hesitate to risk 
their popularity and subject themselves to the criticism 
of those on whose toes they would be obliged to tread? 
Or, is it possible that those in control are only relatively 
more able than their underlings? 

The economic situation in the country today de- 
mands leadership with power to command, the kind of 
power personified in the House of Morgan during the 
panic of 1907. The whole nation is disappointed in 
the class of leadership which up to now has consisted 
in expressing itself on what is wrong, and what should 
be done, and leaving the steps for correction to be 
taken by someone else. Where is that someone, will- 


MR. HOOVER IS \ NYONE who knows the 


ing to take the responsibility with the acclaim and the 
blame that inevitably goes with it? 


nn 


HIGH COST OF HE hard times remind us all 
GOVERNMENT of the high cost of govern- 

ment. They are harder be- 
cause of that high cost and partly-caused by it. Our 
governmental bill is running at the rate of 13 billion 
dollars a year. Local governments are the principal 
spenders, accounting for about one-half of the whole; 
the states take about 2 billion dollars and the Federal 
government close to five. There are about 65,000 tax 
collecting and disbursing agencies in our complex gov- 
ernmental setup. About one-twelfth of the popula- 
tion is on the public payrolls. With about one-sixth 
of the annual national income going to one-twelfth of 
the population to keep or to spend, something drastic 
must be done or we shall all soon be working for the 
government without pay. No doubt we have got a lot 
of good out of our fantastic tax bills, but we have also 
got a lot that we can get along without for a while. 
The wastes and grafts of public expenditures are ter- 
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rific. While we are cleaning up the debris of the “new 
era” let’s not forget to apply the axe to taxation. 


— 


LAVAL’S IGURATIVELY speaking two great 
VISIT F gold hoards are meeting in Wash- 

ington, President Hoover represent- 
ing five billions and Premier Laval of France two-and- 
a-half. Owing to France's political power in Europe 
the Frenchman's money counts for more than its nu- 
merical proportion. We suspect that Mr. Laval will 
diplomatically suggest that France is willing to use her 
economic and political influence to promote the regen- 
eration of Europe if Germany can be persuaded to stop 
demanding a revision of the Young plan and an over- 
hauling of the Treaty of Versailles. If this involves a 
fundamental revision of reparations and political debts, 
the President is expected to maintain that the United 
States will not go beyond a further moratorium unless 
France and Europe generally will greatly reduce their 
armaments. He holds that Europe's costly armaments 
must be scrapped before there can be a basis for either 
political or economic stability. 

It seems beyond the realm of possibility that Laval 
will return to Paris to disarm Europe. 

But these are times when the impossible happens. 

If this particular impossibility should happen, Laval 
would become the outstanding statesman of the times 
and France would rise to new heights of greatness. 

As for the United States, it could be said that hav- 
ing intervened in war to win peace it had intervened 
in peace to abolish war. 

We fear that the Hoover-Laval conference will ac- 
complish nothing. We hope that it may mark an epoch. 


Fa 
SPREAD contemplating the approach of 
THE WORK! a winter of serious unemploy- 
ment it is gratifying to note that 


American business is taking more effective action than 
ever before to spread jobs among the greatest possible 
number of workers. The man fortunate enough to be 
employed loses a portion of his income, of course, if 
his working time is cut from eight to six hours per day 
but if, thereby, someone else can regain a measure of 
purchasing power the general good is served. Backed 
by organized labor, the movement for a shorter work- 
ing period is rapidly gaining headway. The six-hour 
day has been successfully, even profitably, used by the 
Kellogg Company, at Battle Creek, Mich. There is a 
joint movement in the chemical industry to adopt it. 
At least for the life of the depression, it is an expedi- 
ent well worth trying. Indeed, this is the best way of 
learning by actual experience whether shorter hours 
may not te worth while permanently as the saving 
grace of the Machine Age, and the most practical way 
of capitalizing its advantages. 


——, 


STATE NE of the curious outgrowths of 
TARIFFS the depression is a widespread re- 
vival of the “Trade at Home” 


movement. In various states such campaigns are being 


pushed by newspapers and by business organizations 
which should know better. In some states legislation 
is proposed and the movement otherwise attains official 
sanction. Thus, Massachusetts has moved to restrict 
the letting of public construction contracts only to 
bidders residing in that state. Pennsylvania retaliates. 
The animal-producing states see no reason why they 
should import vegetable shortening, made from the 
cotton-seed of the south, when lard at home is 
abundant. The answer: a prohibitive tax on vegetable 
shortening. Nowhere has the campaign gained greater 
headway than in Illinois, where short-sighted “leaders” 
argue that nothing should be bought from other states 
which is produced in Illinois. Since when has Illinois 
been self-sufficient and self-contained? The fact is that 
the output of its industries which sell their products 
mainly outside the state is 70 per cent of all that IlIli- 
nois manufactures. If Illinois declines to buy from 
other states, by what amazing process of reasoning can 
she expect them to continue buying from her? Carried 
to its logical conclusion, the movement would build a 
tariff wall around each of our forty-eight states, to the 
very serious detriment of all. The United States Con- 
stitution, of course, forbids any such folly and in spirit 
clearly is opposed to the petty, local subterfuges now 
being advanced. Advocates of such schemes must be 
made to realize that state lines cannot be made into 
barriers to American commerce. 


——, 


HE movement launched at 
Washington to strengthen 
the banking position and 
revive public confidence has already found gratifying 
reflection in the bond market. Some of the ‘issues re- 
cently under severe pressure have rallied as much as 
20 or 30 per cent. Maintenance of these gains would 
go far toward consolidating improved sentiment. 

In the insistent September liquidation of bonds the 
most important factors unquestionably were bank sell- 
ing and foreign selling. Neither type of liquidation 
was governed by intrinsic values or long-term pros- 
pects. With a frightened public withdrawing abnormal 
amounts of currency for hoarding, banks were forced 
to sacrifice bonds for the sake of liquidity. In coun- 
tries which have suspended the gold standard some 
owners of American bonds have sold out merely to 
take advantage of a difference in exchange. 

In short, the decline was exaggerated by wholly ex- 
traneous circumstances and by the unreasoning fear 
which falling prices usually provoke. Thousands of 
wiser investors took advantage of this situation, realiz- 
ing its temporary nature. Now that the market's 
health is visibly better, more timid investors will take 
heart. 


HELP FOR THE 
BOND MARKET 


—— 


THE MARKET UR most recent investment 
PROSPECT advice will be found in the 
discussion of the prospective 
trend of the market on page 826. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 
issue. Monday, October 12, 1931. 
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sion of a business situation which has at last been 
so extensively liquidated that unity of action along 
lines contemplated by the Administration at Washing- 
ton may well serve to check the present financial crisis, 
improve sentiment, and ultimately pave the way for a 
revival in trade and industry. Conditions are now vastly 
different from what they were in the Fall of 1929 when 
premature efforts were made to abort the depression. 
Last week’s stiffening in interest rates, followed by 
an increase to 2 per cent in the discount rate at New 
York, has occasioned a further rise in our Cost of Busi- 
ness Credit line. After the long, futile effort to stimu- 
late business with abnormally cheap money, a reason- 
able increase in rates must be regarded as a favorable 
development. We have had a convincing demonstra- 
tion of the principle that cheap money does not neces- 
sarily mean plentiful credit, and banking profits will be 
benefited by a higher return on commercial and se- 
curity loans. If the rise proceeds further, it should 
also serve to check the outflow of gold and the unpro- 
ductive hoarding of currency. 
It will be observed that preliminary reports on New 


r | VHE four curves of our Barometer give the impres- 


Orders for the latest point, just entered upon the graph, 
disclose a small decrease as compared with the preced- 
ing month. This is in keeping with the slightly sagging 
trend of our Business Activity curve. Were it not for last 
week's constructive developments, the showing would 
be rather discouraging; for it signifies that business has 
been receding during the past two months at a some- 
what faster pace than a year ago. It is perhaps now of 
only historical interest that the physical volume of pro- 
duction and trade during the past three months aver- 
aged about 14 per cent lower than for the correspond- 
ing period last year. This is a slight improvement over 
the recession of 17 per cent suffered during the second 
quarter, but, taken in conjunction with the possibility 
that inventory losses will be comparatively heavier this 
year than last, there seems little reason to expect that 
forthcoming income statements will make a favorable 
showing. Anticipating this at the same time that for- 
eign liquidation was heavy. caused both stocks and 
bonds to decline to new low levels. Subsequent 
strength on the Presidential efforts to stem the depres- 
sion has been manifest but there is yet no tangible 
bases for sustained higher security price levels. 
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Fundamental Change or 
Rally? 


Liquidation Halted by Improved Banking 
Prospect — Effort to Adjust Foreign 
Difficulties Important Nearby Factor 


By A. T. MILter 


HE program launched by the Administration to bolster 
T public confidence in the American banking structure 
has already had the beneficial effect of stemming a 
tide of forced liquidation which was rapidly assuming dis- 
astrous proportions. Of immediate psychological effect, 
this new factor becomes the commanding influence in the 
near term outlook of the stock market. It is possible, in- 
deed, that it can alter the basic prospect to a significant de- 
gree, although judgment as to this point must be suspended 
until the evidence is clearer. 

At this writing the market is in process of brisk recov- 
ery, its action being very similar to that which followed 
announcement of the “Hoover moratorium” last June. 
There can be little question but that in our domestic situa- 
tion the present remedial efforts originating at Washington 
are of more fundamental importance than the debt mora- 
torium. Even so, however, it is to be doubted that the 
initial burst of speculative enthusiasm can be maintained. 
Rallying a bear market and routing it are two different 
things, as we learned last summer. 


Watch Fundamentals 


Both feverish rally and exaggerated decline tend tem- 
porarily to obscure the realities of our situation, making it 
difficult for the investor to keep his feet firmly planted. 
The recovery which we have had is the automatic result of 
an abrupt cessation of volume liquidation, plus urgent cov- 
ering of short commitments and a hasty rush of opportunist 
buying by the general run of short-swing traders. There 
is no evidence that large-scale investment demand of the 
type which builds a perma- 
nent foundation under the 
market is yet ready to fol- 


is not influenced by market flurries or by a volatile shift 
in the winds of speculative sentiment. It is. attracted by 
the availability of outstanding bargains, which rapidly lose 
their appeal on a fast rally, or by a genuinely significant 
change in the fundamentals which govern intrinsic security 
values. The business picture has not changed materially. 
The base of corporate earning power, all-important factor 
in security valuation, is no better than it has been. It is 
certain that the current buying is not of as good quality as 
that which was patiently taking stocks at concessions prior 
to the rally. ; 


Unjustified Extremes 


It is possible, of course, if not probable, that the liquida- 
tion of September went to unjustified extremes in many 
stocks. Much of the selling clearly was done without re- 
gard for values or individual prospects. Banks all over the 
country, particularly the smaller institutions of the interior, 
liquidated their bond holdings and the collateral loans of 
customers in urgent search for the liquidity which they 
judged was made necessary by the disturbed state of the 
public mind, as reflected in abnormal withdrawals of cur- 
rency for hoarding. 

In foreign countries which have gone off of the gold 
standard, many owners of American securities ordered 
them sold to realize upon at least a temporary advantage 
in exchange. 

Necessitious and expedient selling from these two sources 
obviously has little relationship to the longer term outlook. 
Nevertheless it brings in a certain amount of selling from 
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those who are always frightened by the mere sight of de- 
clining prices and it tends to gather a momentum of its 
own, each decline further impairing the margin of safety 
on additional collateral loans. Even the brokerage margin 
position, drastically liquidated, was not immune. Margin 
calls went out by the thousands. Accounts thought to have 
been impregnable were bowled over, as indicated by a 
rapid acceleration in the rate of shrinkage in total brokers’ 
loans. 

Anything that halts a forced liquidation of this kind, 
which otherwise would inevitably assume appalling propor- 
tions, is decidedly worth while. Thanks to the Hoover 
rally, margins upon bank and brokerage loans have already 
been notably strengthened. 

The important question is not whether this improve- 
ment can be extended in coming weeks but whether a sub- 
stantial part of it can be retained over the balance of the 
year. If it can be, we probably will have seen the end of 
the disastrous type of general liquidation. In that event 
trading activity should recede and the market should settle 
down to a quiet process of adjusting individual values to 
individual prospects. Until such a period comes and until 
tangible industrial gains are evident, however, any assump- 
tion that we have seen the basic turn will remain hazardous. 

Meanwhile, even granting that the market's decline be- 
tween the close of August: and October 5 was abnormally 
severe, a recovery of approximately one-third of this loss 
in a period of three days is very clearly a performance 
which can not long continue. Such short interest as was 
outstanding is largely eliminated in a movement of this 
kind, weakening the technical position. Whether fresh 
short-selling will assume important proportions is doubtful, 
due to the uncertainties which surround the Stock Ex- 
change’s policy on this matter. 


Secondary Reaction 


In any event, however, the majority of those who jump 
in upon a violent speculative recoil of this type do so with 
the thought of taking profits, with the result that concerted 
realizing sales almost invariably produce a secondary reac- 
tion within a comparatively short time. Moreover, despite 
the improvement in sentiment, it is certain that materially 
higher prices will be accepted as an opportunity for a con- 
siderable amount of cautious liquidation. 

The possible market effect of the Interstate Commerce 
Commission’s decision on freight rates, expected to be is- 
sued shortly, is somewhat obscured by recent developments. 
Stock prices always react much more sharply to unexpected 
news than to news which has been a subject of careful con- 
jecture for many weeks. The acceptance of news also 
varies with varying market conditions and price levels. The 
rail shares have already rallied with the general list. This 
might intensify reaction to an unfavorable decision. Again, 
it might minimize further rally if the decision proves 
moderately favorable, say a 5 per cent increase in rates. 
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Should the roads be granted substantially more relief 
than Wall Street now anticipates, the logical effect would 
be to add fresh fuel to the general market rally, in which 
event the normal secondary reaction would be delayed. 

There is no reason to believe that any single expedient can 
complete so broad a readjustment as we are going through. 
In their very nature the basic obstacles to recovery can only 
be slowly overcome. The primary markets of the world 
are still glutted with a surplus of goods and a surplus of 
producing facilities. A burden of debt, public and private, 
still presses upon the entire world. Purchasing capacity 
remains abnormally low. 

Broadly, there are only two alternatives. We can enter 
upon a campaign of inflation to lift prices. This would 
bring about a temporary recovery, which inevitably would 
give way sooner or later to a renewal of basic economic 
adjustment. The other course is the sound but inherently 
slow one of adjusting business casts to the lower price levels. 

If we are to follow the second course, there is little pros- 
pect that significant business gains can be experienced be- 
fore next spring and no prospect that the general level of 
corporate earning power will increase during the remaining 
weeks of the year. 

Under these circumstances it would not be surprising if 
the stock market found cause for second thought during 
November. For those awaiting a sounder opportunity for 
investment, secondary reaction sometime during the next 
two months would have the great benefit of offering a 
reasonably conclusive verdict 
as to the underlying market 




















position. If such a decline 36 
failed to extend the low quo- oO 
tation of October 5 and if 
it were followed by a rally 340 
which carried prices substan- 
tially above the peak of the 320 
current rally, that sequence Pp 
would constitute the first 300 
positive technical signal 
that we have had as to a 280 
basic change of trend. 

It is unlikely that the 260 








action of the Federal Re- ; 
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Low Prices—the Key to Domestic 
and Foreign I rade 


Not More, But Cheaper Production, 
the Program for the United States 


By Cuares BENEDICT 


HROUGHOUT the world the cry goes up that low 
T commodity prices are the curse of the times, causing 
a maladjustment in which purchasing power declines, 
production becomes profitless and general trade stagnates. 
The widespread, insistent demand for relief follows two 
familiar lines. One school of thought would curtail pro- 
duction. The other would stimulate demand. 

Thus far, for lack of a better method, we stumble pain- 
fully along the historic course of letting nature take its 
way. Production is naturally curtailed as prices slip be- 
low the profit level. This ultimately takes care of the sur- 
plus problem, without taking care of the countless in- 
dividuals forced out of production. To an important ex- 
tent, moreover, low prices tend to stimulate production. 

In the past the process, due to ever-growing population 
and steadily advancing standards of living, has always 
worked out to a favorable conclusion, albeit sometimes with 
distressing slowness. Very likely it will do so again. 


Facing New Problems 
There are some aspects of the present problem, however, 


which are comparable to nothing we have experienced in 
the past. We are still 


commerce and industry, accustomed to gradual evolution, 
was disrupted as never before and twisted abruptly to new 
uses and new directions. Now that peace is here and 
every nation strives for what it regards as its proper and 
normal economic position, the parts do not fit back smoothly 
in the original pattern. They have been too much altered 
in contour for that. 


Readjustment Period 


That the readjustment over a period of years should be 
dificult in proportion to the magnitude of the disruption 
is clear enough. To cite one of the simplest examples: 
Wheat production during the war dropped in some of the 
participating countries, notably Russia. It was greatly in- 
creased in other areas, particularly the United States, 
Canada, Australia and the Argentine under the stimulus 
of high prices. Result: a post-war production above de- 
mand. 

The list of war-time maladjustments is a long one and 
enumeration need not be attempted here. If we consider 
the number of years which we have spent in getting so 
deeply involved in these difficulties, there is, obviously, 
some apparent basis for 
a new era pessimism. 





living in a war era in 
the very practical sense 
that the economic and 
financial alterations 
brought about by the 
war have not been 
nullified and perhaps 
will never be nullified. 

The war was of 
vaster scope than any 
ever known before, 
costing fully $300,000,- 
000,000 and wiping 
out the European sav- 
ings of a century. A 
cataclysm so tremen- 
dous defies simple 
analysis even in the ret- 
rospect of the thirteen 
years which aave : _ 4 
passed since the signing " . 
of an armistice that ahh 
was erless to undo 
what had been done. 
The pattern of world 
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From “USSR in Construction” 
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Soviet-made Cotton Picker in Use in Russia 


Indeed, it is the pros 
pect that the natural 
functioning of eco- 
nomic cause and effect 
may take so long to 
effect a cure which 
motivates the demand 
for a short cut to re 
vival. 

In a true economic 
sense, the most desir’ 
able remedy would be 
an increase in demand, 
which is really limit- 
less so far as human 
desires go but restricted 
by lack of purchasing 
power. We are on the 
right road in approach: 
ing the problem from 

eit See _« this angle, but when it 
z ——— comes to practical at 
tack most of the eco 
nomic doctors can think 
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of no dose but inflation. In fact that treatment is already 
in progress in countries which have suspended the gold 
standard. And even here, through Federal Reserve open 
market operations, it is quite possible that we will come to 
some mild form of currency inflation before many more 
months have passed. 

Behind this movement is the single thought of restoring 
values, and hence accelerating the exchange of goods, 
through the siniple expedient of raising commodity prices. 
Dress it up in any description you will, and it is still in- 
flation—an artificial, unnatural remedy, possibly effective 
and justifiable in easing a difficult period of transition but 





were transposed back to the pre-war relationships of in- 
ternational trade and industry, but retained our present 
facilities of production, we would still be in difficulties. 
Not only production, but the means of production have 
increased faster than means of effective distribution. 


We do not yet know what to do about it. If the ma- 
chine does our work efficiently, we should all have more 
leisure, together with a reasonable supply of the necessities 
of life whose abundance is due to the machine. For many 
it is an enforced, uncompensated leisure and perhaps this 
is the heart of the problem. It may be that the way out 
is a much shorter working period, with work for all. It 





not in any sense a 
basic or permanent 
cure. 

The advocates of 
inflation labor un- 
der a great delu- 
sion: namely, that 
commodity prices 
are abnormally 
low; that for any 
normal revival of 
commerce we must 
have materially 
higher prices. What 
could be more 
fatuous? The fact 
is that existing 
prices certainly conform more 
closely to theoretical normal than 
the higher quotations to which we 
became accustomed from 1914 to 
1929. If there is any basis for ac- 
cepting a given price level as 
“normal,” we have considerable 
reason to take the level of 1913, 
the year before the war. We are 
merely back to that level. 

To be sure, some commodities 
are substantially below this figure 
and some thus far hold persistently 
above it. Doubtless there will be 
individual readjustments both up 
and down. It is probably true 
that the price of wheat is be- 
low the average cost of production. The same is true 
of cotton, copper, rubber, sugar and of various other 
commodities. But consider some of the possibilities of 
error in the more obvious deductions drawn from this 
fact. 

Does it necessarily follow that prices must go up? May 
not production costs go down? May not intensive mech- 
anization and large-scale operations divert an increasing 
proportion of the world’s wheat production to the minority 
of farmers or farm corporations able to produce at profit 
on present or even lower price levels? Something of this 












order is happening before our eyes. Indeed, does not the, - 


low level of prices at present and in prospect constitute a 
challenge to present production costs? We are faced with 
a situation in which we must find the means of profiting 
at a low level of prices. Nothing less will maintain our 
markets either at home or abroad. 

Moreover, post-war readjustment, similar, but on a much 
more enormous scale, to that which has followed every great 
war in the past, is only part of the present problem. We 
have come to a new economic puzzle, so new that its ramifi- 
cations and possible consequences are quite baffling. We 
have carried the machine age to the point where it now 
masters our economic system. If, through some magic, we 
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Mechanized Agriculture on American Farms 


may be that sufficient uses of leisure 
would of itself create demands which 
would absorb workers. It may be, as in 
the last decade, that new industries can be 
developed to take up much of the slack in 
employment. 

As to all of these possibilities there is con- 
siderable room for 
serious conjecture. 
But one point is 
clear. The whole 
force of the ma- 
chine age exerts 
itself fundamental- 
ly in the direction 
of lower prices. On 
this there is no 
room for debate. 
Lowering the costs 
of producing the 
goods that the 
world needs is the 
cardinal principle 
of mechanization 
and the key to fu- 
ture American 
prosperity. There 
is no reason to as- 
sume that we have 
reached the limit 
of this trend. 

Weare definitely 
committed to a pro- 
gram of mass pro- 
duction. We attain the volume exchange of goods necessary 
for prosperity only by pricing our wares at a level inviting 
to the mass pocketbook. Unless we are to abandon the 
system, the way out would seem to be to follow it to its 
logical conclusion. Raising prices would, obviously, be a 
step in the opposite direction, conflicting directly with the 
essential economic purpose of mechanization. There is no 
alternative but to reduce costs. 

There is a limit, of course, to the mass pocketbook—but 
no reasoning person can assume that, except in temporary 
maladjustment, we have arrived anywhere near that point. 
Look back a generation. Who dreamed then that the 
automobile could ever be anything but a rich man’s toy? 
Who dreamed that within relatively few years an attrac- 
tive and efficient car could be purchased, on easy credit 
terms, for $500? It was Henry Ford who most strikingly 
demonstrated that new, mass markets could be reached—at 
the right price. Is not more intense and more effective appli- 
cation of his discovery the only practical course open to us? 

The business man who complains of lack of demand is 
not thinking clearly. There is a tremendous demand. 
Fitting prices to it is the problem. We think of China 
as impoverished, but is she hopelessly so? That country 
(Please turn to page 876) 
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The Time Has Come When Americans Might Better Expend 
Less Effort in Trying to Save the World and More on 


Strengthening Our Institutions at Home. 


Has Europe Taken America 
for a Buggy Ride? 


By Joun C. Cresswitt 
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OME very _ unpleasant — 

things are being said in 

Europe about Americans 
and American institutions. Some 
of them are worse than un- 
pleasant. They are positively 
vicious and charged with mo- 
mentous menace to the welfare 
of the people of the United 
States. Slander and scandal 
mongering have reached such a 
stage that they constitute an 


a result? 


Whether through business greed, vault- 
ing banking ambition, or the over-eagerness 
of Europe to borrow, we have put over five 
billion dollars in Europe, mostly in the last 
ten years. And where do we stand today as 


in with our share of the hundred- 
million credit to save Germany 
and we have allowed about 
700 million dollars of short-time 
credits to freeze in that country. 
We postponed governmental 
debts amounting to about 250 
million dollars in order to in- 
duce Germany’s national cred- 
itors to suspend their reparation 
demands. 





— We tossed England gold 





assault on the financial integrity 
of the United States. 

“It now seems certain that America cannot escape a 
collapse,” writes a London journalist. A Paris paper 
“fears,” with unconcealed pleasure, that the foreign holders 
of 7 billion dollars’ worth of American securities are going 
to dump them in a mad rush that will swamp even our 
five-billion-dollar gold reserve. It is being whispered and 
published in London that America hasn't the brains and the 
experience to handle the burden that has been placed upon 
it by the progress of events—and in particular of England’s 
abandonment of the gold standard. The implication is that 
instead of being able to save the world, or even itself, this 
Republic in sliding fast into the pit of ruin and despair 
that already contains so many nations. But we are left 
to infer that we will at least be warmly welcomed when we 
make the plunge. 

Before the malignity against America reached the low 
stage of irresponsible insinuation of the kind that has pre- 
cipitated many a bank run there was an outburst of popu- 
lar dislike for America and Americans in England. People 
wrote to the papers to tell the public what boors Americans 
were individually and how, collectively, they had about 
ruined the world and then left it to perish. 


Good Will Toward Foreigners 


All this time we have been saying some complimentary 
things about our foreign friends. We have sincerely 
sympathized with the Germans in their hour of trial. We 
have expressed the most unstinted admiration for the way 
England with her back to the wall bravely faces a sea of 
trouble. We have even conceded that there is something 
to be said for the hard nonchalance with which France 
has seemed at times to regard the heaped-up woes of other 


countries. 4 ; 
Moreover, we have tried to do something substantial to 
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credits amounting to 325 million 
dollars to save the pound and British credit. We didn't 
even emit a muffled groan when England immediately there- 
after sank the pound of her own free will and set policy 
on hardly a day’s notice. 


Jeers in Return for Cash 


And still we get nothing but jeers from Europe and fond 
hopes that we shall be embraced in a globe-encircling col- 
lapse. It is all most distressing and bewildering. . . . But, 
after all, we are only getting what is coming to us as a 
result of a motley mixture of loaning mania on our part, 
European alacrity to accept the money we proffered and a 
very human resentment when, there being no money in 
pocket or bank, the bill collector comes around, even though 
most deferentially. 

In both our political and private financial relations with 
Europe we have been so reckless that we were accounted 
the world’s profligate spender—an international good fellow 
to be exploited to the limit and to be laughed at if he took 
seriously the I. O. U.’s he collected during the spree. Now 
that the spree is over Europe views us with contempt and 

receives without gratitude all that we are seeking to do 
the morning after for those who so largely came to grief 
at our expense. In the same breath, our critics denounce 
our folly in respect to our loans and call us Shylocks as 
well as fools. 

While the reckless acquisitiveness of our international 
bankers is largely responsible for European contempt for us, 
there was nothing but benevolence and fellowship in our 
war-time governmental loans to the allies. ‘We supplied 
them freely with 11 billion dollars of cash during and 
immediately after hostilities. But when the time came to 
fund the notes they gave in return we were met with sad 
stories of financial and industrial prostration and inability 
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to pay. So we settled with them all on the basis of their 
ability to pay, writing off 2 billion dollars and projecting 
payments on account into the dim and distant future. 

England has been moaning ever since that the burden 
is too heavy and that, in fact, the debt should have been 
forgiven. France, alleging poverty and war exhaustion, 
refused to face a settlement for five years and got a par- 
ticularly easy deal. The very next year France repudiated 
80 per cent of her internal debt, by returning to the gold 
standard with a 4-cent franc and entered upon a period 
of prosperity that hasn’t been ended yet. But no thanks 
for us. 

We refused to participate in the German reparations, 
and our people bought paper marks and German govern- 
ment bonds with alacrity, the while Germany was headed 
for the most colossal repudiation in history. All the other 
allies were treated with the most considerate generosity. 

For all this there isn’t a spark of gratitude in Europe. 
On the contrary, we are charged with the major part of 
the world’s financial and commercial difficulties, because 
of the alleged consequences of reparation and ally debt 
payments. Yet in all this political debt business there 
isn’t a single blemish of greed or selfishness. 


This Is a Different Picture 


When we turn to a history of our security investments 
in Europe we find a different picture. It is the story of 
how the private itch to make great profits dissipated or 
imperilled vast sums of American capital. It is the story 
of how Europeans finding our lending agencies so willing 
for the sake of the commissions and rake-offs to push 
American funds onto them, turned to with gusto and 
accepted our cash—and spent it. A boob came into their 
midst and they treated him as boobs are always treated. 
Only the boob did not actually appear in person. He 
stayed at home in America—the American investor—while 
his trusted financial representatives plastered his funds over 
Europe. 

The American investor got his first sour taste of Euro- 
pean loans when he was handed a 75-million dollar loan 
to the Russian Imperial government in 1916. Rash specu- 
lators sometimes offer as much as $2 in the hundred for 
these memento bonds of another age. Before the Great 
War began the total of American investments in Europe 
was not more than 200 or 
300 million dollars, almost 
entirely direct. By direct 
investments is meant the 
placing of capital without 
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recourse to the security markets—mostly a direct extension 
of American business abroad in the way of branch factories 
or other enterprises whether wholly or partly American 
owned. By 1930 the amount was over 5 billion dollars, 
of which about 1,500 millions. were direct. 


American Branches Abroad 


The American investor has been drawn into European 
commitments willy-nilly through the business branches estab- 
lished by American corporations, or their purchase of in- 
terests in European concerns. At the last compilation there 
were 453 manufacturing branches in Europe, 440 selling 
branches, 41 buying branches, plus 141 petroleum enter- 
prises of various sorts and 256 unclassified branches, mak- 
ing a total of 1,381. 

No doubt a large proportion of these branches is neces- 
sarily incidental to sound foreign trade but the value to 
the United States of the manufacturing branches and affili- 
ates and probably some of the petroleum branches is 
dubious. Part of them are, no doubt, due to grandiose 
ambitions to cut a figure in the international scene: Many 
of them are sources of loss to the parent concerns. Others 
that are profitable to the paternal corporations are of doubt- 
ful value from the standpoint of American national 
economy. Some have been established for the sole purpose 
of profiting by the cheaper labor of Europe. In such cases 
jobs are lost to Americans and exported to Europe. Such 
branches frequently take over not only all the production 
that formerly went from American factories to the coun- 
tries in which they are established but meet the require- 
ments of the entire European market—sometimes they go 
further afield. In some instances they even sell their prod- 
ucts in the United States. Not only is American labor 
deprived of employment by this process but to a large ex- 
tent foreign materials are used in place of American. 


Free Industrial Schools 


While there is naturally some objection on the part of 
European manufacturers to these American branches far- 
sighted European statesmen welcome them. They look 
upon them as helpful industrial and commercial schools 
kindly provided by Americans. Foreign workmen learn 
all the tricks of American industry and take their knowl- 

edge with them to compet- 

ing domestic factories. They 
wake up and stimulate the 
loggy native industries and 
usually create a certain 
amount of employment. 
Finally, foreign govern- 
ments as well as _ their 
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native competitors, can always find ways to harass them 
into withdrawal when that seems desirable. Many branches 
are in effect nothing but a medium for teaching the for- 
eigner free of tuition charges how to beat the American 
at his own game. 

The 3,500 million dollars of indirect or loan investments 
Americans have made in Europe are the chief means by 
which the American investor has been let in for a dubious 
risk and the foreigner financially debauched. After the 
war, particularly after the revival following the business 
depression of 1921-22, American financiers found that not- 
withstanding the boom at home they could not exhaust the 
American capacity for investment without going abroad— 
at least they thought so. At any rate dead-broke Europe 
was crazy for loans and was willing to pay for them 
liberally. The American 


its correspondents how much they are “permitted” to take. 
The latter then “permit” the trusting bank depositor to 
transfer a liberal slice of his funds or credit to the new 
flotation. Many thousands of Americans who don’t know 
what part of the map Germany occupies and aren't quite 
sure whether it grows oranges or manufactures natural ice 
are now toting bundles of Teutonic stock and bonds that 
are closer to zero than 100. The range covers national, 
state, municipal, industrial, utility, shipping, banking and 
even religious institutions. 

With this “money from Heaven” the Germans proceeded 
to have a grand jamboree. They built great roads, majestic 
public buildings, laid out recreation grounds, provided work- 
men with palatial apartment houses, erected monumental 
factories, re-equipped old ones, launched whole fleets of 
super-commercial ships and 
generally staged a boom. 





bankers naturally followed 





the path of least resistance 
to its end. After they had 
picked the plums that were 
about to fall off the trees 
they yearned for more and 
their agents harrowed 
Europe to turn up loans. It 
may be said that they 
literally begged borrowers 
to help themselves. There 
was lots of money at home, 
the underwriting margin 
was large and juicy—and 
lending money was their 
business. They were ob- 
sessed by the “new era.” 
Germany was a particu- 
larly attractive field. There 
was genuine need of work- 
ing capital in Germany, 
and there was a vast hinter- 
land full of Germans who 
were willing to take Ameri- 
can money whether needed 
or not, and without much 
regard to ability to repay. 
If these amazing Americans 
were willing to hand them 
good money in a time of 
scarcity why refuse it? 
With but few direct Ameri- 
can investments in Ger- 
many at the end of the war 


Country 


Luxemburg 
Netherlands 


Portugal 
Poland 
Rumania 


Sweden 
Switzerland 


Private American Long-Term 
Investments in Europe at the 
End of 1930 


(In thousands of dollars) 


10,136 
9,520 109,358 4 
3,129 6,626 

121,216 


Because of the foreign 
credits the loans and other 
investments gave them they 
didn’t have to pay a cent 
of cash out of the country 
to meet the reparations 
debts which they were al- 
ways explaining they could 
not pay. 

It wouldn't be far from 
correct to say that the 
United States loaned Ger- 
many about all she has paid 
cash on reparations to date. 

Some of this American 
money came in handy to 
finance the Russians to buy 
German machinery and 
building materials for their 
five-year plan—at the same 
time that the Russians were 
pulling out of American 
markets because the 
Yankees were at last cut- 
ting their eye-teeth. Inci- 
dentally American money 
in the Bank of International 
Settlements was discounting 
Russian bills for Germans. 

Then when the debacle 
came this year the Germans 
who had cash rushed it out of 
the fatherland by airplane 
and joined the grand nation- 


Securities Total 
115,065 


254,211 
14,098 
35,893 


97,688 
188,985 
18,281 
30,518 
167,799 183,723 
78,048 79,249 
6,867 16,991 
309,525 471,334 
1,176,988 1,420,957 
148,587 640,892 
42,851 52,987 
118,878 


401,140 
7,557 
166,598 
214,848 
17,646 
177,828 
25,211 
7,952 
94,480 
272,766 
62,287 
13,755 
57,965 





and no loans, the accom- 
modating Germans found 
ways by the end of 1930 








al chorus of appeal to the 


4,989,277 
United States to send them 











some fresh money to take 





to take care of American 
branches and other direct 
investments to the extent of 244 million dollars. 

But the killing was in the borrowing of American money. 
In twelve years the loan drummers ran the total of Ameri- 
can loans floated by bond issues up to about 1,200 mil- 
lions. The short time credits probably absorbed 750 mil- 
lions or some like small sum. Casting up the total honest 
Hans found that the American Santa Clauses had showered 
him with gold to the extent of almost three billions, not 
including a splendid collection of engraved paper purport- 
ing to be money and bonds, that was peddled in America 
by thrifty pro-Germans to other pro-Germans with more 
money and sentiment than sense. One-hundred-and-thirty 
separate German stock and bond issues were gaily floated 
in the United States, largely by the well-known quota 
method whereby the underwriting house or group wires 
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its place, “lest we perish.” 
Some was sent, but this time the American investor is not 
among those present. He is giving a monopoly of this 
emergency financing to the bankers, meanwhile wondering 


“why it is that our international bankers and our govern- 


ment seem to be willing to help everybody except Ameri- 
cans. He crudely wonders if it would not be better to 
save a few banks on the Ohio than on the Rhine. 
Speaking of Russia, we may thank heaven that the 
United States government does not recognize the Soviet 
government. Otherwise American investors would now 
be putting in all their spare time trying to pronounce the 
unpronounceable consonantal names of all the Bolshevistic 
securities that would have been theirs by this time. The 
only risks Americans have in Russia, except those of old 
(Please turn to page 873) 
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Utilities Under Changing 


Investment Status 


Favored Investment Group Subject to Cur- 





rent Market Declines Which Suggest New 


securities demonstrated a substantially better than 

average stock market performance both as regards 
resistance to pressure and inclination to rally. Their action 
was widely accepted simply as reflecting the maintenance 
of a level of earning power but little impaired by depres- 
sion, in which respect the record is in remarkable contrast 
to that of most railroad and industrial corporations. 

So far as earnings go, there is no important change in 
the utility picture. The original impression of relative 
profit stability is maintained. Equally well maintained is 
the logical assumption that future years promise a vast 
growth in consumption of electric power, as well as the 
expectation that the industry will benefit from wonder- 
ful scientific and technical improvements and refinements. 

Despite this apparently glowing prospect, however, the 
utility issues in the most recent phase of acute market un- 
settlement were notably weak- 
er than other leading groups. 
Their softness extended even 
to bonds and preferred stocks, 
with pressure notably severe 
on holding company equities 
and obligations. 

This startling change of 
tone raises an insistent ques- 
tion as to the possible factors 
behind it, and as to whether 
public utility securities may or 
may not be undergoing a sig- 
nificant change of investment 
status. 

It is a question not easily 
answered. In approaching it, 
it is perhaps necessary to bear 
in mind that absurdly high 
speculative valuations were 
placed upon public utility com- 
mon stocks in 1928 and 1929. 
Many were pumped up to a 
ratio of forty to fifty times 
annual earnings and to a yield 
basis of 1 or 2 per cent. The 
deflation of such issues to 
more reasonable levels in a 


Ds G nearly two years of liquidation public utility 


period of wholesale readjust- rae Se 
Courtesy, Pacific Gas & Electric Co. 


ment requires no devious ex- 
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Basis of Appraisal—What is the Outlook? 


By RayMonp Francis YATES 





planation. It is even possible that without special factors 
the mass momentum of forced liquidation could carry these 
stocks to abnormally low levels—levels at which some good 
utility common stocks actually sold at eight or nine times 
probable 1931 earnings and at yields of 6 to 10 per cent 
on apparently secure dividends. 

No such simple explanation can be offered, however, for 
the marked weakness in senior securities, since these had 
previously been subjected to no real inflation. Their weak- 
ness can only be accepted as reflecting some change in in- 
vestment appraisal, whether temporary or permanent. 

When we note that weakness has been most pronounced 
in securities of the larger holding companies, and particu- 
larly of those companies which have engaged in aggressive 
expansion of their spheres of influence in recent years, we 
perhaps begin to get a significant clue. 

It is impossible to escape the conclusion that part of the 
pressure of liquidation is due 
to political apprehensions. This 
is the most obvious spot to 
look for trouble, even though 
the more responsible and best- 
informed observers are inclined 
to believe that the possible 
dangers have been exag- 
gerated. 

Nevertheless, it is probably 
true that in the next Congress, 
assembling in December, we 
will see insistent political ef- 
forts to tamper with the utili- 
ties. It will amount to a furi- 
ous charge of the “light 
brigade.” It will undoubtedly 
be productive of a flood of 
scathing denunciation and 
demogogic buncombe. There 
will be proposals for stringent 
Federal regulation of utility 
accounting methods and rates. 
There will probably be efforts 
to raise an already high level 
of utility taxation still higher. 

Fortunately, there are fac- 
tors which should make it pos- 
sible to contemplate the out- 
look with reasonable equanim- 
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here the figures are 





ity. In the first place, 
it is likely to be a Con- 
gress of more talk than 
action, no party having 
a certain working con- 
trol. In a nutshell, a 
minority of sound 
members should be able 
to sustain a Presiden- 
tial veto of dangerous 
legislation. 

In the second place, 
it is difficult to believe 
that the “utility issue” 
—-whatever that may 
be—can play a domi- 
nant part in the poli- 
tics of 1932. There 
are too many far more 
vital issues of greater 


Electric Power & Light 
American Waterworks & Elec 
National Power & Light 
Consolidated Gas of N. Y¥ 
Pacific Gas & Electric 
Louisville Gas & Elec 
Southern California Edison 
Brooklyn Union Gas 

(1) Attained in 1930. 








A Study In Contrasts 


Boom Times 
Price Earnings Price 


108% (1) 36.2x 17 


distinctly unfavorable, 
even serious. In a 
bare twenty-five years, 
the percentage of reve. 
nue paid out by the 
utilities as taxes has 
trebled and although a 
painfully large propor. 
tion of earnings go to 
meet these exorbitant 
tax obligations, the cry 
for more shows no 
signs of diminishing to 
a whisper. 

From 1912 to 1929: 
gross revenue resulting 
from domestic service 
increased 650 per cent. 
Compared with this 


Recent 


87.0x 80 
87.2x 26 


49,7x 23% 
33.0x 15 
38.5x 61 
28.1x 80 
80,4x 21 
26.5x 29 
$2.5x 














public interest and of 
more direct personal 
appeal to the voter. To the average voter the “utility 
issue” is both complicated and largely impersonal. Politi- 
cians are quite likely to find that they can hold his attention 
better by talking of the larger issues of depression, tariff, 
prohibition, taxation, etc. 

While the purely political side of the utility question 
might be more agreeable, the financial aspect certainly con- 
tains no alarming features unless it is the sad and pathetic 
spectacle of sinking prices for preferred and common stocks 
in connection with one of the most stable industries in 
our commonwealth. The figures showing the deprecia- 
tion of these securities do not need to be quoted here; 
bonds at panic prices and common stock at or below ten 
times earnings. And all of this in the face of a preserva- 
tion of income that should be an inspiration for every busi- 
ness in the United States. 

There is positively nothing in the records to warrant 
hysteria or even a mild case of ordinary nerves. During 
1929, the generation and use of electric powder reached 
the unprecedented figure of 90,084,428,000 kilowatt-hours. 
During 1930 this gigantic output receded to 88,591,736,000 
kilowatt-hours or a reduction of only 1.7 per cent. While 
the figures for 1931 are not as yet available, they will con- 
tain nothing shocking for the decrease in power consump- 
tion, which is not much more serious than it was in 1930, 
offers no cause to believe that earnings will suffer to a 
point where general dividend revision will be necessary. 


Increased Efficiency In Use of Fuel 


It is interesting to note in passing that the utilities have 
increased fuel efficiency by 5 per cent during the past two 
years and that generating capacity, which very directly re- 


flects the faith of utility executives in the future, increased ~ 


no less than 8.5 per cent. During 1930 all generating 
plants operated on a basis only 3.3 per cent less than in 
1929. At the end of 1930 there was an increase of 1.7 
per cent in the number of customers served, 15.7 per cent 
increase in the number of farms served accounting for 
much of the growth. Revenues from all classes of cus- 
tomers for the year 1930 amounted to $1,990,995,000, an 
increase of 2.7 per cent over the former year. The rate 
of increase of 1929 over 1928, was 8.6 per cent. It should 
be borne in mind, however, that the average domestic rate 
was reduced by nearly 5 per cent in the interim. 

The only unpleasant part of the purely financial side of 
the utility picture is the matter of mounting taxes and 
here we rub elbows with politically inspired regulation; 
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encouraging growth, 
taxes have increased no 
less than 7,000 per cent. During 1912, the utilities paid 
only 4 per cent or $2,654,885 in taxes which came out 
of revenue amounting to $74,000,000 for domestic service. 
In 1929 no less than $187,500,000 was paid in taxes on 
revenue amounting to only $561,000,000. This amounted 
to 33 per cent of the amount collected for domestic cur- 
rent. This amount of taxation represents a difference of 
2 cents a killowatt-hour in electric current delivered for 
domestic consumption, a fact which places the tax-free 
municipal power company in a most enviable position. 


ba 
The Specter of Taxation 


The writer has wondered if it is not this feature of the 
utility situation that has caused large holders of such securi- 
ties to revise the contents of their portfolios and to assume 
a less optimistic attitude toward the whole industry? Per- 
haps this would not be true if the future were clear and 
free from threat but this is admittedly not so. It cannot 
be so while these corporations are supplying political fodder 
for incorrigible politicians who think that they can find the 
votes of their constituents via the cost of electric power. 

It is certain that if the holder of utility securities has 
any decision to make as to the wisdom of retaining such 
securities, it must lie in this channel, for the future, at 
least from the standpoint of continued growth of consump: 
tion, leaves nothing to be desired, at least while public 
utility executives are foreseeing an output of 1'70,000,000 
kilowatt-hours by 1940, which is double present consump: 
tion. Nor can there be any fault with the purely technical 
side of utility development for here, too, we are able to 
anticipate the most favorable kind of progress. Let us 
take a case in point. 

Engineers have been driven to the use of high voltage 
alternating current through sheer necessity. Line losses 
through such (to the layman at least) mysterious things 

"as impedance and reactance, to say nothing of the difficul- 
ties of insulation, make alternating current uneconomical. 
A transmission line designed to carry 220,000 volts alter 
nating current would carry 300,000 direct current, but 
what is more exciting is the fact that the power capacity 
of all high voltage transmission lines in the United States 
would be multiplied by anywhere from 3 to 6 if high 
voltage direct current were used in place of alternating 
current. There is now emerging from the laboratory a 
new vacuum tube that will make this very thing possible. 
Engineers of standing are calling it the third great revolu- 

(Please turn to page 868) 
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the date forward, the pessimists may put it back. In 

any event, it is distinctly “After Depression.” What 
of business conditions in the United States at this time? 
How do they differ from those that obtain today? Let us 
open a newspaper and see. 

Many changes have occurred. How, why or when it is 
impossible to say, for our paper gives us but a still picture 
of things as they are. Comparing it with today’s news the 
most startling difference is one of tone. Many of the things 
for which the world is now striving are taken as a matter 
of course. It accepts them as a healthy human being ac- 
cepts his body—as if the sense of well-being were the right 
which it is. 

There is nothing on the front page about wage slashes. 
Nothing about relief plans for the unemployed. No strikes. 
No prospective increase in taxation. Nothing is said about 
bank failures. No mention of a Senate investigation of 
Wall Street. The nation is prosperous and happy again. 

Here is an interesting item. It goes back to the time of 
the defunct Federal Farm Board, which lately died a be- 
lated and expensive death. It is a report of the repayment 
of a government loan by a farmers’ co-operative. Appar- 
ently the loan had been written off as uncollectible, but the 
great improvement in the agricultural situation made pay- 
ment possible. The report goes on to explain that vastly 
increased efficiency had made farming profitable at prices 
which in the past were thought to be ruinous. But now 
that wheat is stable between 60 and 65 cents a bushel, corn 
around 50 cents and other commodities in proportion, the 
future could be viewed with considerable assurance. 

Continuing to browse through the paper, a long article 
analyzing our export business is discovered. Here, the 
writer contends that, inasmuch as we managed to find a 
use for the seemingly immense surplus capacity and man- 
aged to dispose of the excess stocks of goods of all kinds 
which existed but a few years ago, some method of expand- 
ing the very successful system of international consumer 
credit should be devised. He suggests that it could 
be applied on a larger scale to certain manufactured 
goods specifically mentioning radios, television sets 
and refrigerators. The latter of course in- (4 
cludes home-cooling units. He also thinks 
that something could be done for the old- 
fashioned automobile along these lines. The 
point is made, however, that a further re- 
duction in our tariff would be necessary in 
order to avoid such difficulties of pay- 
ment as existed during the last de- 
pression. 

Turning to the financial pages, noth- 
ing very startling is found to have been 
happening in the stock market. Prices 
were slightly higher for the day and 
the volume totaled rather less than 
4,000,000 shares. We note some of the 
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prices. Allied Chemical closed around 135, Consolidated 
Gas of New York 96, General Electric 45, Pennsylvania 
Railroad 58, New York Central 107, Standard Oil of New 
Jersey 49 and United States Steel about 109. Among the 
more modern speculative favorites, American Home Cool- 
ing was up four points for the day. This was apparently 
the effects of a report—which was noted on another page— 
that the company had discovered a new refrigerant for the 
small one-family house units and that, as a result, the com- 
paratively high cost of operation would be reduced. 

This is interesting. It is the annual report of the billion 
dollar American Airways. The president states that his 
company has been in the forefront of the nation-wide 
merger movement and that the results have been beneficial 
in all divisions. Mail and express business had been sub- 
stantially greater than in the previous year. An increase 
in the number of passengers had been noted also, although 
the gain in this division was smaller than in the others. He 
attributes it to the increase in the number of private planes, 
adding that the aircraft building subsidiary of American 
Airways had enjoyed the best year of its history. 

Things are comparatively quiet in the money market. 
Increased industrial activity has resulted in a tendency to- 
wards hardness. First class commercial paper is quoted at 
4\4, per cent, call money rules at 4 per cent, while bankers 
acceptances are 34% to 3% per cent for 60-day paper. 

The day’s foreign exchange transactions were routine. 
There is a small report to the effect that New York shipped 
$2,000,000 in gold to London and that this brings our gold 
holdings down to 1.6 billion dollars. 

There is quite an item on September financing. It totaled 
more than $750,000,000. Municipal financing accounted 
for the smallest amount, evidentally continuing a trend 
which had been clearly defined for the past two years. 
Foreign bond issues were substantial and gratification is 
expressed that these loans had been made on the much 
sounder plane of truly productive enterprise rather than 
by the hit-and-miss methods of the pre-depression days. 
Domestic utility and railroad financing was reported 
as slightly below the average for the year. In the case 
of the railroads — described as immense general 
transportation systems— this was seemingly ex- 

pected owing to the tremendous sums 
lately spent for improvements. P 
And so through two modest pages of 
‘ classified advertisements to the end of 
the paper. Rather dull you say? It is 
admitted that the heartrending sus- 
pense of today’s news was lacking and 
that there was no sensation of sitting 
on a keg of dynamite such as is the case 
at the moment. But it showed that the 
wheels of industry were again turning. 
Who is there now to doubt that the 
dullness of prosperity is to be preferred 
to the excitement of depression? 


835 








q “Depreciation of currency is a two-edged sword which cuts both 
ways, and nations have always found it dangerous to handle.” 


~The Revolt Against Gold 


By Gerorce E. ANDERSON 


standards of the world. Nothing touches the man 

in the street or the prince of finance so quickly, in- 
timately and vitally as the value of the money in his pocket 
or in his vaults. Nothing is more simple in theory and 
function and yet few things are more difficult in operation 
and maintenance. After thousands of years of experiment 
and experience humanity is still hunting for a stable, ade- 
quate and equitable means of measuring the business trans- 
actions of everyday life, and after all these years we find 
it necessary to go back to first principles to understand 
our present situation. 

Originally all trade between individuals or nations was 
mere barter, the exchange of goods for goods, perhaps the 
pelt of a saber-toothed tiger for a quiver of arrows. That 
principle runs through all commerce today. As between 
individuals it was soon found that direct exchange of prod- 
uct for product was not convenient with the result that 
these individuals found it necessary to set up a standard 
of exchange. In primitive society this standard of ex- 
change, as a matter of convenience if not of necessity, be- 
came that article or those articles most commonly in de- 
mand among all the members of a community—a pelt, a 
horse, a wife, a bale of silk. Among civilized peoples it 
was soon found that precious metals were always in de- 
mand everywhere. They also had the merit of being com- 
pact, easily handled and transported with a minimum of 
effort from hand to hand and from place to place. So in 
time they became the recognized media of exchange both 
between individuals and between nations. 

They were exchanged on the 


[esos are some very curious things about the money 


In most countries, originally these gold and silver coins 
circulated side by side, each having its own value which 
varied from time to time so that in making a contract for 
the payment of money it was necessary to specify in what 
currency the contract was to be met—in Biblical days, so 
many talents of gold or so many talents of silver, and so 
on. In time it was found still more convenient to establish 
a fixed relation between the two principal metals—sixteen 
ounces of silver, for example, were to be the equivalent 
in all transactions to one ounce of gold. Thus was estab- 
lished what has later been called the bimetallic or “two- 
metal” standard. 

There were many advantages in this system; many peo- 
ple still think it is the better system. The two metals to- 
gether afford a greater amount of basic security for the 
world’s currency system; there is less danger of a “corner” 
in the basis of all money and for this reason there would 
be more money available, easier credit and higher prices. 
In the opinion of most financiers, however, world experi- 
ence showed that gold was more convenient for large trans- 
actions, there was some irregularity in the respective pro- 
duction of gold and silver from time to time so that their 
relations in fact were not always what the various govern- 
ments on the bimetallic standard decreed and the more ac- 
tive trading nations decided upon gold as a single stand- 
ard—the one medium of measuring values. And so came 
the gold standard. . 

Comparatively little gold was in actual circulation for its 
place was taken by bank notes, government notes and so 
on, based upon the gold unit as established by law. The 
leadership in the movement to 
the gold standard was taken by 





basis of weight and purity. 





Later it was found most con- 
venient to cast these metals— 
gold and silver for larger trans- 
actions and copper and even 
iron for smaller transactions— 
in pieces of an_ established 
weight and fineness. We have 
a survival of this form of 
money in the Chinese silver 
shoe—silver cast in the form of 
a Chinese shoe and used as 
money on the basis of a Chinese 
ounce of silver called a liang, 
containing an ounce and a 
third of our weight. In most 
countries, however, it was 


Just what is meant by going off the gold 
standard? How will it affect the countries 
who have abandoned it? If more countries 
follow this course what will be the effect on 
the large gold-holding nations,—the United 
States in particular? These are questions 
now being asked on every side. To answer 
them we have prepared this clear exposition 
of the fundamentals of the gold standard 
and the consequences of the revolt against it. 


Great Britain. The United 
States remained on the bimetal- 
lic standard until the “crime of 
73” when Congress established 
25.8 grains of gold .900 fine as 
the standard of the United 
States dollar. Silver dollars 
continued to be coined until 
well into the 1890’s and are 
legal tender because, like all 
forms of paper money, they are 
always to be redeemed in gold. 
The gold dollar is the ultimate 
standard. 

It is necessary to have all 
these details of the history of 





money in mind when consider- 





found necessary to have some 
guaranty of the weight and 
fineness of these pieces and thus governments commenced 
to issue coins containing a given weight of metal of an 
established degree of purity on which the sovereign’s head 
or some other official device was stamped as a guaranty 
of their value. 
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ing the present situation of the 
gold standard. The amount of actual monetary gold in 
the world long since ceased to be sufficient to carry on the 
world’s business. The world’s gold stock is divided 
among the nations according to their needs or their ability 
to command it and these several stocks are held as reserves 
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on which notes, gold certificates or other forms of paper 
money and all silver and small coins are based—usually in 
conjunction with other forms of value such as government 
or other bonds, drafts, acceptances or other commercial bills 
or other securities all of which minimize the use of gold. 
Nations on the strict gold standard maintain the par value 
of this currency by agreeing to redeem it in gold on de- 
mand. Many nations—most of the smaller nations in fact 
—do not maintain actual gold in their reserves but make 
deposits or establish credits abroad in gold standard coun- 
tries and maintain their currencies at their gold face value 
by agreeing to redeem them at any time in drafts or ex- 
change on gold standard countries. This sort of currency 
is on the gold exchange standard. 

Some countries, usually through their central banks, are 
allowed to count gold or credits held abroad in gold stand- 
ard countries as actual gold reserves and are on a combined 
gold and gold exchange basis. The necessity for these gold 
exchange standard countries to hold large balances abroad 
for the purpose of redeeming their currency explains in a 
large degree the flow of gold to the principal money 
centers in gold standard countries—to New York and 
Paris. It is evident—and this is the core of the pres- 
ent monetary situation of the world—that to maintain 
these currencies at par the countries concerned through 
their governments, or more often through their central 
banks which issue their currencies, must maintain their 
gold reserves at home or their gold exchange reserves 
abroad. If they are unable to do this their currencies fall 
below par. They go off the gold standard. 


Balances Payable in Gold 


For gold has another function, that of small change in 
the settlement of international transactions. The vast mass 
of transactions between countries are the exchange of 
goods for goods or services for services, measured by money 
but actually largely off-setting each other. Where a na- 
tion exports more than it imports, as is the case with the 
United States, the balance is settled as far as possible by 
the investment of the favorable balance in other countries, 
by the expenditures of its tourists abroad, by the purchase 
of its own or other securities abroad, by payments for 
freights, insurance or whatnot. If, after all such means are 
exhausted there is a balance it is settled by the import of 
gold. When a nation imports more than it exports, as 
Great Britain, it must pay for the excess by services—the 
income from investments it has made abroad, from ship- 
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ping, insurance, banking services or any one of a score of 
means of income. If there is still a balance it must be 
settled by the export of gold. For many years Great 
Britain has imported more than it has exported. Normally 
it pays for this excess by income from its foreign invest- 
ments, by banking, insurance and similar services, by the 
income from its shipping all over the world and so on. 
In the past two years these sources of income have failed 
and it has been compelled to ship gold. Moreover other 
countries which have. been maintaining large balances in 
British banks for currency reserves or other purposes be- 
came alarmed at the general situation and commenced to 
withdraw their deposits in banks or, which amounts to the 
same thing, their short term investments in the British 
money market. The result was that the drafts on the Brit- 
ish gold reserve became so serious that, to save what re- 
mained of it, Great Britain was compelled in effect to stop 
the redemption of its currency in gold. British currency 
accordingly falls to such value as the markets of the world 
give it based upon the amount of gold still back of it, 
British general credit and the demand for sterling exchange. 
Norway, Sweden, Denmark, and probably other coun- 
tries, have based their currencies and commerce on their 
deposits in Great Britain or in other financial and com- 
mercial relations with Great Britain and are also faced 
with a possible drain on their gold reserves and so to pro- 
tect the latter they have followed the British government 
in practically refusing for the time being to redeem their 
currencies in gold. It was to prevent the necessity of 
similar action that in the two weeks following the action 
of the British government about 370 million dollars in 
gold was withdrawn from their holdings in the United 
States by Holland, Switzerland, Belgium and several other 
nations. They had to have this gold in hand to meet 
demands upon them and protect their currencies. 


Products Cost Less But Purchases More. 


“Going off the gold standard” in the case of Great 
Britain and the nations which have followed it in the pres- 
ent crisis, therefore, simply means that for the time being 
or until such time as other action is taken, they are not 
maintaining that standard in its integrity, they are not 
maintaining the value of their moneys at par. It 
does not mean that they have gone to a bi-metallic 
standard, a silver standard or any other standard. 
The pound in Great Britain still remains a pound, theo- 

(Please turn to page 870) 
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The Dilemma of the Real 
Estate Bondholder 


To Liquidate or Hold On? 
What Can Be Done About It? 


By THEopore M. KNApPEN 





GERMAN 
who had 
lived many 


years in the United 
States returned to 
the old country 
before the war 
taking with him 
all his savings that 
could be turned 
into liquid form. 
Arrived at his old 
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BY THE INVESTMENT BANKERS ASSOCIATION . 


of the depression. 

The real estate 
mortgage problem 
has a number of 
grave aspects but 
the one that is of 
the keenest inter- 
est to the most in- 
vestors is that of 
real estate mort- 
gage bonds. In 
vestors in these 
supposedly invul- 
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home he promptly 
put the money 
into “the safest investment in the world,” as he supposed, 
after government bonds. When the mark blew up a farmer 
paid off a $10,000 mortgage with a fat goose. “A goose 
for a goose,” said the unfortunate lender as he accepted 
payment. 

A host of Americans who put their money into real 
estate mortgage bonds as the acme of investment prudence 
between 1920 and 1929 are now willing to concede that 
they are geese, although many of them will not have the 
= of collecting even a goose for their pretty 

nds. 

Following the prevailing fashion of the times they have 
taken their troubles to Washington and have enlisted 
Presidential aid in their plight of frozen securities. The 
President has been stirred to consider what the Federal 
Government can do to help the unfortunates and other- 
wise loosen the mortgage credit jam. At his instance 
a large committee of New York bankers, real estate 
men, representative of conservative mortgage loan com- 
panies, life insurance companies, etc., is now studying the 
problem. 


The Mortgage Bank Cure 


One solution that has been proposed to the President is 
the formation of a national mortgage discount bank or 
system somewhat comparable to the Federal Reserve Sys- 
tem. Besides new financing, its function would be to take 
over from the banks a large portion of their dormant real 
estate credits, thus releasing credit for new enterprises, 
liquefying the assets of the banks and giving cash and hope 
to the myriad holders of real estate bonds of dubious value. 
The proposal is put forward not only as a means of relief 
to the banking situation but as an important factor in im- 
proving the whole business position and hastening the exit 
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nerable _ securities 
were beginning to get into trouble (because of falling rents 
and increasing taxes) long before the shrinkage of stock 
exchange prices began to spell trouble for investors in 
the general run of stocks and bonds. The troubles of the 
former are worse than those of the latter because they 
never dreamed that a real estate mortgage bond could de- 
preciate or even fluctuate in value. They considered them- 
selves paragons of conservatism and looked askance upon 
their friends who put their funds into stocks and indus- 
trial bonds. And yet they were experimenting with some- 
thing relatively new in the investment domain. 


How It Began 


About 1901 a Chicago banker conceived the idea of 
substituting small-unit mortgage bonds for the familiar idea 
of splitting the obligation secured by a mortgage into a 
number of notes, which could be purchased by small in- 
vestors. The idea itself is as sound as that of a baby 
bond or sales of stocks in small lots. There is no reason 
why the small investor should be denied an opportunity 
to share in real estate financing. The present mortgage 
bond woe is the product of the abuse of a legitimate device. 

“For it must not be forgotten that there are many real 
estate bond issues put out by representative. companies 
that have stood up well. These are the issues that the 
public does not hear so much about but this is human 
nature. We get the “sore” spets always in times like 
these and not the “bright” ones. 

However, the plan got off to a shady start and it has 
been ever since peculiarly subject to flagrant abuse. The 
originating genius applied his plan 100 per cent from the 
start—that is, his bond issues represented about 100 per 
cent of the inflated valuations of the buildings whose erec- 
tion they financed. The mortgages promptly defaulted 
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when real estate prices crashed, but a subsequent rise in 
property values saved the bondholders who had the patience 
to hold on. 

By 1920 the mortgage bond idea was moving respectably 
in the highest investment banking circles. It soon became a 
highly valued and customary method of financing large 
buildings. A committee of the Investment Bankers’ Asso- 
ciation of America recently reported: “To this plan we 
owe the erection of thousands of splendid buildings in our 
metropolitan centers, many of which certainly would not 
otherwise have been built.” Real estate bonds, it was recog: 
nized by 1923, had become standardized forms of invest- 
ment “and there was a deep-seated idea among investors 
of the United States that the prime security was real estate.” 


Then Came the Abuses 


Rents went up and up from the end of the war until 
1924-25 when they stood at 190 on a 1914 base. There 
was a corresponding rise in business real estate. At the 
same time the cost of building had fallen off to some extent 
in the general crash of prices to a new level in 1921. The 
opportunity for reckless if not vicious financing was made 
to order. Mortgage loan companies everywhere took up 
the bond idea and rode to prosperity on the so-called con- 
servative aspect of a real estate security. High-pressure 
salesmen and persuasive advertising that blended the tra- 
ditional dignity of bank advertising with the extravagance 
of automobile “copy” rushed beautiful bonds by the bale 
from the printing press to the strong boxes of country 
banks and individual investors. Many failures of small 
banks or their business paralysis are due to wads of these 
bonds. A vacant lot almost anywhere that could be con- 
strued as a site for a hotel, an apartment house or an office 
building was all that was needed to start the presses and 
the salesman on a successful ven- 


capital in the completed structure, leaving not even the pre- 
tense of an equity between the mortgage and disastrous 
foreclosure. 

Under such conditions it was possible for the mortgage 
to have the appearance of a trust mortgage—and that’s 
what most investors thought they were. 

If the appraised value were only made high enough it 
was easy to have the mortgage represent 60 to 6634 per 
cent. This apparent caution, backed up by the appellation 
of “gold bonds” and the ready-money look of elaborately 
designed and beautifully engraved bonds, gave the eager 
salesmen something attractive for merchandising. Also 
there was the big inducement of installment payments. 
Then there was a smooth canned talk about the magnifi- 
cence of New York (or some other city), its ever-increasing 
population and wealth, illustrated with an inspiring photo- 
graph of the architect’s impressive conception of the build- 
ing and an aerial picture revealing it as in the strategic 
center of the metropolis, or something or other. The set- 
ting was complete for closing a mutually happy transaction. 


Semblance of Trust Mortgages 


Thus dolled up, auspiciously introduced and baited with 
6 to 7 per cent interest, the documents were distributed 
directly to the public—mostly in “the provinces”—or were 
handled through underwriting groups, always eager in the 
boom times for something to keep their salesmen busy. 
Yet there hasn’t been a time in thirty years when a sound 
building proposition in New York could not obtain a 60 
or 66 per cent valuation mortgage in ordinary channels at 
5 or 5% per cent interest with practically no finance 
charges. Whereas some of the mortgage bond propositions 
paid 4 to 12 per cent for their financing. 

Good times, high rents and appreciating values made all 
of the bonds good for a period. 





ture. 

So easy were these flotations 
that many of the companies be- 
came far more interested in the 
perquisites of the process than in 
the legitimate function of provid- 
ing the money and distributing 
the securities. In consideration. of 
fat fees, appraisers made inflated 
valuations of the land and the 
building. | Contractors’ profits 
were shared and in some cases the 
contracting company was merely 
a subsidiary of the mortgage com- 
pany. Then, too, there were lu- 
crative allowances for financing, 
supervision and administration 
and an insurance commission 
rake-off. Even on inflated valua- 
tions, the basic first mortgages 
often exceeded the conservative 
ratios of 50 to 66 per cent of the 
appraised value. 

Finally, the buildings them- 
selves were too often of the jerry- 
building type. Behind glorified 
exteriors and exquisite surfaces 
were inferior materials and poor 
construction. Which _ signifies 
rapid obsolescence or heavy up- 
keep costs, or both. 

Even at that the nominal owner 
of the building—the mortgagor— 
might not have a cent of original 
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Charles Phelps Cushing Photo 

Vast.Sums of Mortgage Bond Holders’ Money 

Were Spent on This Structure in New York 
City—Yet Is Was Never Completed 


Trouble began to brew, as over- 
building developed and rents fell, 
as far back as 1926-27. 

For a time some of the issuing 
concerns maintained an artificial 
market for their bonds. As times 
got worse this market was aban- 
doned. Then interest was de- 
faulted and foreclosures began 
to take place, accompanied 
in a number of instances 
by the failure of the mortgage 
oa with more or less scan- 

al. 

At this stage most of the in- 
vestors learned for the first time 
that their bonds were not guar- 
anteed by the house of issue or 
by anybody of unquestioned 
strength. The climax of the trag- 
edy came with the arrival of a 
solicitor for some financial junk 
agency who offered the worried 
investor a pittance for his beau- 
tiful piece of paper. Foreclosures 
already run into the billions, 
those in Chicago alone being 400 
million dollars. Parenthetically, 
one mortgage bond company 
sponsored 63 hotels in Chicago. 
And a hotel mortgage is about 
the most insecure investment in 
the land today. 

(Please turn to page 873) 
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“Now Don’t Quote 


Me, 


But—” 


As Reported by the “Itinerant Economist” 


We Like to Be High-Hatted 


“Some things about this business depression have made 
me more of a democrat with a little ‘d’ than I ever was,” 
said an official of one of the greatest of the business associa- 
tions, “so much so that I wouldn’t be much worried if the 
chief executive of the hundred largest corporations in 
America were to be summoned suddenly to their eternal 
rewards. Having seen virtually all of the leaders with 
whom I am acquainted go wrong on the gravity of this 
depression from the very beginning until recently, I have 
come, for one thing, to the conclusion that the particular 
qualifications that make the ordinarily de- 
sirable executive, do not make him a pro- 
found student of business. Elevation to 
a high business position does not magical- 
ly transfer a man into a general busi- 
ness authority. I had a striking illustration 
of this fact when I went some time ago 
to one of the most highly esteemed bank 
executives in America to get his views 
on certain ideas I had of a rather funda- 
mental nature. He promptly waved me 
aside with the remark that my proposal 
* was one of economics and referred me 
to the corporation’s economist. I could 
see that this man didn’t have a glimmer 
of understanding of the subject upon 
which I needed light. Yet his high-hat 
position causes thousands to think of 
him as a Moses who might lead us out ‘ 
of the wilderness. And he is a wonderful executive. Titles 
impress me less than ever.” 


Let the Professors Do lt 


“I have an idea that it would have been a good thing 
about a year ago,” said the president of one of the larger 
utility holding companies whose hobby is economics, “to 
have turned our ridiculous depression problem over to the 
professors of political economy. Instead, it has been left 


almost entirely on the doorsteps of the bankers. A bank ~ 


executive in America nowadays is chiefly a man of action— 
a pushing business man. The crisis we are passing through 
calls for creative thinking, based on a deep understanding 
of economics, particularly of finance in its broadest phases. 
I think that it is fair to say that our bankers have faced it 
in an ephemeral way, from day to day, dealing with minor 
phases of the big problem as they come along. They knew 
a year ago as well as they do today that frozen credits 
were at the bottom of the banking situation which has 
ruined some 2,500 banks in the past twenty months. They 
could just as well have thought out this banking pool idea 
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then as now and put it into effect without waiting for 
the President to propose it. Actually they never got be- 
yond giving a little occasional support to the stock market.” 


Composite Confidence 


“IT have just received a composite view of the business 
prospect which is most heartening.” So remarked the chair- 
man of the board of a prominent metropolitan bank soon 
after he left a directors’ meeting. Hungry as I was for a bit 

of good news in these trying times when 
dire prophesies are the vogue, I pressed 
him for details. “Our board,” he told 
me, “has just been informally discussing 
business conditions and for the first time 
this year the directors were unanimously 
confident of nearby improvement. They 
were not expressing their views for pop- 
ular consumption but just comparing ob- 
servations made in their own industries, 
and the consensus is that the sky is 
brightening both domestically and inter- 
nationally. They do not look for spec: 
.tacular improvement but basic adjust- 
ments in process are pointing the way 
to gradual improvement. At no time 
this year have they been so confident. 
Always there have been those whose in- 
timate knowledge of unfavorable condi: 
a, in their own business, has tempered the view of the 

a 

I wondered how broad this view was. What businesses 
were represented by this board? This is what I found: 
Two railroad men, one a president of a small road, 
another the traffic vice-president of a great system, one 
lawyer, a silk manufacturer, a chemical manufacturer, a 
merchant, two investment bankers, three commercial bank- 
ers, a life insurance president, an industrial engineer whose 
firm's services touch many lines, a steel manufacturer and 
the head of a large organization of building contractors. 
Just an aggregation of business men whose views repre- 
sented a sufficiently broad cross section of industry, trade 
and finance to be decidedly impressive. 


Whai—No Windows? 


I saw some correspondence the other day that impressed 
me with the incredible rapidity with which the business 
scene shifts in America. It seems that rival manufacturers 
of window sash had got into a controversy over the “ethics” 
of their competitive advertising and sales tactics. They 
were using entirely different materials, and each side was 
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derogating the other's material. The correspondence, how- 
ever, was on a very high plane, and as it went on, it devel- 
oped a reason for an offensive and defensive alliance. “In- 
stead of shooting at each other,” one of the disputants 
wrote, “We would better unite against the windowless 
building fellows. If there are no win- 
dows there will be no window sash.” 
The reporter smiled at this seeming 
chimera of windowless buildings. “Ever 
hear of air-conditioning?” asked the man 
whowas showing him the correspondence. 
Well, it is predicted on the absence of 
windows in the sense of openings in walls 
that can be opened and closed at discre- 
tion. When that kind of window passes 
the sash business is out and a new busi- 
ness comes in. Now, look at this: as he 
produced a thick file of correspondence 
relating to the possibility, if not prob- 
ability, that in certain types of large 
buildings windows will soon be as scarce 
as drip candles. “And that is not the 

















short selling which have recently received so much attention. 

“In my country,” he told us, “we forbid such practices 
when they are deemed inimical to the general good. Not 
long ago a personal friend of Il Duce himself, was guilty 
of extensive operations on the short side in both commodi- 
ties and securities. 

When it reached the ears of Mussolini, 
he was called in and asked to refrain. 
He agreed readily enough but the 
temptation was too strong, and in- 
directly, through agents, he continued 
the practice for many months, unde- 
tected. And he was uncommonly succes- 
ful. His profits mounted and his opera- 
tions became bolder and bolder, although 
he kept from identifying himself with 
transactions very cleverly. Finally, how- 
ever, came the denouement and he was 
once more summoned into the austere 
presence. This time friendship availed 
him nothing and he was sentenced 
to serve five years imprisonment and 
confiscation of nearly all of his 





worst of it. Air-conditioning which 
means cooling in summer, is just around 
the corner even for detached small residences. It means a 
joyous lot of potential business for the electric refrigeration 
manufacturers and others who contribute to air-condition- 
ing in homes, trains, factories and buildings but is tough on 
us producers of window sash. Do you wonder we got 


together?” 


The High Cost of Progress 


When I told the window story to a coal mining mag- 
nate he almost heatedly declared that the great evil of 
the times was the rapidity of progress. . What's the 
matter with the coal business? A lot of things, but 
chiefly the condemned engineers who got the idea that the 
steam engine was not perfect. They have cost the coal 
business $100,000,000 less annual sales income than in 
1929, to say nothing of what their infernal progress did 
before that time. Give us back that $100,000,000 a year 
and we would have no troubles worth mentioning. Not con- 
tent with their monopoly, the public utilities have quite un- 
necessarily improved their power plants until 1.65 pounds 
produces as much electricity as 3.2 
pounds did twelve years ago. That may 
be progress—but not for the coal mining 
industry. What's the use, anyway? 
What is all this industry for, but for 
people? Is it for them when it cripples 
industries, lowers wages and throws peo- 
ple out of work? Honestly now, is it 
better to have electricity a few cents 
cheaper or a hundred thousand more 
men at work? I am reminded of a New 
Yorker who explained to a_ visiting 
Chinese that if he took the subway ex- 
press he would save two minutes over 
the local. “But what will I do with 
them?” inquired the Oriental. What 
good is all this saving of power and 
material? 





As Mussolini Does It 


An Italian who stands high in the inner circles of his 
government, while visiting this country recently, was dis- 
cussing bear raids on the stock market and the abuses of 
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property.” 

“Pretty severe treatment, you might say, but you may 
find it necessary to resort to strong measures in your United 
States. Your Congress seems bent on investigation and 
while your exchanges particularly the New York Stock Ex- 
change are taking measures to stem flagrant abuses of short 
selling, if they are not emphatically successful you may 
find a radically inclined Congress going to extremes in 
the enactment of legislation which will not only wipe out 
the evils of short selling but also destroy the good pur- 
pose which sound use of the practice undoubtedly serves. 
You Americans better take a leaf from Mussolini’s 


book.” 


Ultra Cautious France 


“Here is a little incident that shows how the gold supply 
of France is being managed so successfully. I was close to 
the tragedy which happened only a few weeks ago,” said a 
European observer who vouches for the story. “You may 
have read in the papers that a group of French banks had 
made a one year loan of £1,000,000 gold to be deposited at 
Montevideo at a bank to be agreed by 
the French banks. The loan to be used 
for supporting the Exchange, thus en- 
abling Uruguay to continue paying its 
coupons. 

When Mr. Moret, the governor of 
the Bank of France, returned from his 
holiday and stated that the Bank of 
France should only give rediscount facili- 
ties if the gold were deposited with the 
Bank of France in Paris! 

Fancy lending 100 cents on a dollar of 
gold and charging interest on it! And 
then wanting the gold in Paris! Of 
course the deal is off. Debtors are being 
forced into bankruptcy and in the end 
the debtors will be the gainers. 

Incidentally, Mr. Moret was re- 
minded that Uraguay lent France $20,- 
000,000 during the war and when France could not pay in 
1926, the debt was extended without interest until France 
could pay. But that is neither here nor there. The only 
thing that seems to count is gold, gold and more gold a la 
Midas! 
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Speculation Creeps Into the 


Bond Market 


Lower Earnings and Lack of Confidence Bring Sharp 


Breaks in Medium Grade and Speculative Issues— 
Should the Bond Buyer Step In and Purchase Now? 


E bond market currently pre- 

‘ sents a spectacle seldom before 
witnessed by investors. All ex- 

cept the highest grade, gilt edge securi- 
ties have dropped to levels which would 
ordinarily be interpreted as indications 
of nearing insolvency for the issuing 
corporations. Prices have moved errati- 
cally and the slump in many cases to 
ridiculous levels in the foreign bond 
list which has been occurring since the 
early part of the year has been ex- 
tended to the domestic list of bonds. 
The picture is anything but encourag- 


By Wituram KNoper 


sales resulting from economic necessity 
there is a prevailing tendency to be rid 
of bonds as well as of equity issues 
whether they measure up to the high- 
est investment standards or not. Such 
a situation is of course extreme and 
subject to ultimate and very positive 
correction. 


Sharp Decline in Second Grade Issues 
In a discussion of the bond market, 


a differentiation must be made among 
the various groups and classes of bonds, 


because to group all bond issues to- 
gether and treat them as one would 
lead to decidedly misleading conclu- 
sions. This fact is admirably brought 
out in the accompanying chart which 
shows the trend of yields on three 
groups of bond issues since the begin- 
ning of 1930, or practically since the 
start of the “bear” market. The data 
for this graph includes only domestic 
bond issues—public utilities, railroads, 
and industrials. 

A distinct divergence is noticeable in 
the price movement of the various 
groups. High grade or gilt 
edge bonds until the past two 





ing. 
Are the present low quota- 
tions in the bond market 


symptoms of approaching de- 
faults? In the foreign bond 
list they probably are; in fact, 
some South American issues 
have already failed to pay 
their interest, and although 
no European obligation has as 
yet defaulted, this occurrence 
is imminent in a number of 
the weaker situations. There 
are many domestic issues, how- 
ever, where the asset and the 
earnings position is still se- 
cure but the bonds neverthe- 
less have dropped to extremely 
low levels. Especially hard 
hit are public utility holding 
company issues, junior railroad 
issues and unsecured industrial 
debenture bonds. 

To a large extent this weak- 
ness results from the panicky 
conditions in all the securities 
markets whereby the good is 
sacrificed with the bad regard- 
less of the true merit of the 
various securities. Aside from 


YIELD IN PER CENT 





YiELD TREND IN THREE GRours OF Domesric Bonps 


SPECULATIVE BONDS 





months have been steadily 
advancing in price and the 
yields obtainable have grad- 
ually been declining. At the 
beginning of 1930, for in 
stance, the yield on high grade 
issues as a group was 4.80%, 
but by July, 1931, prices ad- 
vanced so that a yield of only 
4.35% was obtainable. This 
type of bond is influenced 
chiefly by the trend of interest 
rates and as these have been 
declining over the period un- 
der discussion this fact has 
found reflection in lower yields 
in the high grade issues. The 
security and the earning power 
in back of these issues is such 
that there is little doubt re- 
garding their safety, and there- 
fore the price is relatively im- 
mune from the speculative 
factors influencing the stock 
market. ; 

Medium grade bonds, on 
the other hand, have barely 








1930 . 1931 





held their own during 1930 
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and during the present year have grad- 
ually been slipping in price. At the 
beginning of 1930 a composite yield of 
6.19% was obtainable, but during De- 
cember of that year prices dropped 
sharply so that by January 1, 1931, the 

yield increased to 6.44%. During 1931 
ie downward price trend in medium 
grade bonds continued and by October 
” yield had increased to 6.96%. 


The speculative group of bonds, 
however, are the ones which have suf- 
fered the most in the past two years. 
These bonds are either the junior or 
unsecured issues of reasonably sound 
companies or the obligations of less 
well established enterprises. This type 
of issue is influenced principally by the 
trend of earnings of the issuing cor- 
porations and by the movement of stock 
prices rather than by the trend of in- 
terest rates. When earning power de- 
clines these issues are the first to feel 
the effects marketwise. As the mar- 
gin of earnings covering interest re- 
quirements is cut down, the risk of 
holding becomes greater, ‘and with this 
development the price declines. 


How this works out in actual prac- 
tice can be seen from the action of a 
group of this type of bonds since Jan- 
uary, 1930. At that time, the yield 
obtainable was 7.90%. During the 
spring rise in the stock market in 1930, 
prices firmed and the yield dropped to 
7.55%. Since then, however, as the 
stock market declined steadily to lower 
and lower levels and the earnings of 
many companies fell off sharply, this 
group of bonds displayed increasing 
weakness. By the end of 1930, the 
yields attained 8.53% and by October, 
1931, in response to a continuing de- 
clining price trend the yield had ad- 
vanced to 9.5%. 

All classes of bonds have been sub- 
jected to a severe test in the past two 
months as a result of the extreme weak- 
ness in the stock market. Even the gilt 
edge securities could not resist the on- 
slaughts of liquidation by both institu- 
tions and individuals and had to give 
ground grudgingly. Medium grade and 
speculative bonds were much more vul- 
nerable and had wide declines. In- 
deed, many of the more speculative is- 
sues have dropped to levels which ordi- 
narily would mean impending default, 
although in the present instance the re- 
cent earnings statements of many of 
the issuing corporations still indicate a 
safe margin of earnings over and above 
the interest requirements. 

But do present low prices for these 
bond issues signify trouble in the 
near future? In some cases, espe- 
cially where the earning power has 
been permanently impaired or where 
there has been flagrant overcapitaliza- 


(Please turn to page 870) 
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Bond Buyers’ Guide 


NotE.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue is not 


intended as an indication of its relative investment merit. 


Readers 


should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 





Railroads 
Prior Interest 
Liens Times Call Recent 

(Millions) Earned* Price Price 
Atchison, Top. & 8. Fe 4s, 1955........ 273.3 3.77 110 98 
Illinois Central Ist 4s, 1951...........+.. euler 1.5 ‘ne 91 

Rock Island-Frisco Terminal Ist “~ 
PE rr errr rTeet rrr. eae x 1024%T 96 
Pennsylvania 5s, 1964 ..........+- ness 1,81 102T 100 
Oregon Short Line 1st 5s, 1946.. 75.6 - 2.60 ae 100 
Southern Pacific Ist 4s, 1955............ 12.4 2.0X 105 85 
Pennsylvania Gen. 4%s, it ar 184.0 1.9 lisa 2 90 
Central Pacific Guar. 5s, 1960........ Se 1.91 105 (’85)T 90 
Chic. & W. Indiana 1st Ref. 5%s, 1962.. 49.9 x 105 99 

—o Clinchfield & Ohio 1st & Cons. 
aise Taga asia seem naa Geese 14.2 x 107%T 108 
New york Central Deb. 6s, 1935......... 630.2 1.54 110 100 
Nor’n Pacific Ref. & Impr. 6s, 2047.(a) 165.6 2.12 110 (’36) 97 
Balt. & Ohio Ref, & Gen. 6s, 1995...(a) 285.3 1.64 107%A (’84) 92 
Great Northern Gen. A 7s, 1996...... (b) 1389.8 1,98 Sete 101 


Public Utilities 


Pacific Gas & Elec. Gen. Ref. 58, 1942.. 29.0 2.67 
Consol. Gas of N. Y. Deb. 6%s, 1945.(a) 191.1 5.51 
Metropol’n Edison Ist & Ref. 5s, ‘53. .(b) 1.3 8.20 
Indiana Natural Gas & Oil Ref. 5s, 1986 ..... 3.02 
Montana Power Deb. 5s, 1962........ (a) 33.3 2.25 
Utah Power & Light Ist 5s, 1944........ meee 2.26 
Hudson & Manh’n Ist Ref. 5s, 1957..(b) 5.9 1,53 
— Power & Light Ist & Ref. 5s, 
TS Se TTL CO: (c) 2.0 2.26 
Northern — Tr. & Lt. Gen’l & Ref. 6s, 
Pateae tne se eck da bo 70 97% (a) 8.4 2.79 
Oclumbia oe & Elec, Deb, 5s, 1952...... ea 3.27 
United Lt. & Rys. Ist Cons. A 6s, 

ee re ee eee (b) 11.3 2.15 
Duke Price Power Ist 6s, ‘‘A.’’ 1966.... 38.7 1,41 
Standard Gas & Elec. 6s, 1966....... (b) 4382.2 1.42 
Amer. W. Wks. & El. Deb. 6s. 1975. .(a) saa 1.42 
New ape P. S. Ist & Ref. A 5s, 

OT cna Mhes eee vane ae weg ewes (a) 9.7 1.37 

Industrials 
Midvale Steel & Ord. Conv. Coll. 5s, 

RS ere rrr (a) 4.34 
Gulf Oil Deb. pa Sea siensc hecsae  —ee 2.99 
United Drug Dee Age Da saniewiebeae (b) 1.7 11.78 
Sinclair Pipe Line ee. Ruck bss apie | ars 5.30 
National Dairy Prod. Poo 5%s, °48. pe Sep 7.62 
Allis Chalmers Deb. 5s, 1987......... Soe 5.89 
Romo am ey Sh. & Tube Ist 5s, 1978.(a) .... 2.98 
Lorillard, P., Deb. 6%s, 1987........... 19.9 2.82 

Short Terms 
Humble Oil & Ref. Deb. 54s, ’32....(b) 7.84 
F. 6%s, 193838. .(a) 22.76 


Smith (A. 0.) Ist 8. 


105T 
106T 
105T 
105T 
105 
105 


110 
105T 


103(N) 
105%4T 
105T 
110 


104 


1024%2A 
101T 


Convertible Bonds 


Am, Tel. & Tel. Conv. 4%s, '39..... Com.@175.4 
Atch., Top. & 8. F. Deb. 4%s, '48...Com.@166.6 
N. Y., N. H. & Hart. 6s, '48........ — @100 
Texas Corp. 5s, 1944............000- m.@70 


Baltimore & Ohio Conv. 4%s, ’60.. at @120 
Inter’l Tel, & Tel. Deb. 4%s, ’39....Com.@63.9 


All 
(b) $100. 


* On total funded debt. A—Callable as a whole only. 
(c) Listed on New York Curb. 


prices. X—Guaranteed by proprietary companies. 


able over-the-counter. 


6.10 


38. 
1, 
8. 
1. 
2. 


Besa 


(N) Not callable until 1947, 


105 
102 
102T 
105 
102% 


103 


2SRRSSES 


100% 
100 


113 
103 
108 
83 
68 
58 


Current Yield 


° to 
come Maturity 


4,1 4.1 
4.4 4.8 
4.7 4.9 
5.0 5.0 
5.0 5.0 
4.7 5.1 
5.0 5.1 
5.6 5.1 
5.6 5.6 
5.8 5.8 
6.0 6.0 
6.2 6.2 
65 6.6 
6.9 6.8 
4.8 4.6 
5.2 4.9 
4.9 4.9 
5.0 5.0 
5.2 5.2 
5.2. 5.3 
5.6 5.7 
5.6 5.8 
5.9 5.9 
5.6 5.9 
6,1 6.2 
71 71.3 
1.2 14 
7.4 7.5 
6.8 7.5 
5.1 5.1 
5.1 5.2 
5.4 5.5 
5.3 5.6 
5.6 5.8 
5.3 6.2 
6.3 6.3 
6.0 7.4 
5.5 

6.5 6.5 
4.0 r 
4.4 4,2 
5.8 5.6 
6.0 1.0 
6.6 71 
7.8 9.8 


Bonds are in $1,000 denominations only, except (a) lowest denomination $500, 


T—Callable at gradually lower 


(d) Avail- 
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RAILROADS 








ATCHISON, TOPEKA & SANTA FE 
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Strongest of the Railroad Giants 


Bolstered by Able Management, Great Liquid 
Resources and Relatively Satisfactory Earnings 


roads of the country the East- 

erner thinks instinctively of Penn- 
sylvania and New York Central 
and the Westerner of the Atchison, 
Topeka & Santa Fe, the Southern Pa- 
cific and the Union Pacific. Of these 
five Atchison has the distinction of 
presenting the strongest front against 
the assault of major business depres- 
sion, its performance in this respect 
commending it particu- 


[: considering the greatest rail- 


By Rosert A. WILson 


herent strength and long-term pros- 
pects and because of the unusual op- 
portunity presented in the final stages 
of a record-breaking bear market, 
Atchison invites consideration as a 
suitable medium for scale-down accum- 
ulation in periods of market weakness. 
At its recent quotation of 105 the 
stock had given up nearly two-thirds 
of the bull market valuation of 2985% 
attained in 1929 and had reached a 


yield basis of approximately 9.5% per 
annum. 

While striking in themselves, these 
changes, of course, are not conclusive 
proof of investment merit. There are 
many stocks which have given up the 
major part of 1929 prices and which 
have come down to a high yield basis 
without entering the ranks of the 
sound investments. Unlike some of 
these, however, Atchison was never 

wildly inflated, even in 





larly to investment atten- 
tion at a time when its 
common stock has ‘de- 
clined so widely from the 
quotations of the late 
boom era. 

In the esteem of prac- 
tical railway men, there 
is only one railroad com- 
mon stock in the country 
which can be ranked 
ahead of Atchison. That 
is the Norfolk & West- 
ern, gem of them all in 
earning power. But the 
two roads are not com- 
parable. As great railway 
systems go, Norfolk & 
Western is relatively 
small in mileage operated. 
Moreover, it is dependent 
upon bituminous coal for 
75% of its freight. 
Atchison is far larger in 
mileage and derives its 
chief revenues from a 
much more diversified 
haulage, agricultural 
products, manufactures, 
products of the mines and 
miscellaneous freight all 
contributing substantially 
to its traffic. 

Both because of its in- 
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Crossing Canyon Diabolo, Arizona 


1929; and even under 
present depressed condi- 
tions it retains a relatively 
high earning power per 
share. 

At its peak in the 
boom the stock sold at 
approximately 13 times 
1929 earnings, by no 
means an inflated ratio in 
comparison with the fan- 





tastie appraisals placed 
upon various more specu- 
lative issues. For this 


year it is estimated that 
Atchison will earn in the 
neighborhood of $10 per 
share, or just enough to 
cover its dividend. The 
recent low quotation, 
therefore, is but little 
more than 10 times prob- 
able 1931 net. 
Obviously, no dividend 
can command confidence 
very long with so narrow 
a margin of coverage. 
Present prices unques 
tionably reflect grave 
doubt that the $10 pay- 
ment will be maintained 
indefinitely. In this con- 
nection, however, the 
prime necessity for the in- 
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yestor is to consider neither the maxi- 
mum earning power of a boom year 
nor the reduced earnings of a year of 
depression but to use demonstrated 
average earning power over a period of 
years as the only practicable means of 
arriving at a rational estimate of fu- 
ture profit probabilities. 


Average Earning Power High 


During the past twelve years, in- 
cluding a great variety of ups and 
downs in general business, Atchison 
has earned an average of slightly more 
than $15 per share annually on 
its common stock, figuring 1931 


would regard the higher rates as tem- 
porary and hence this factor may just 
as well be eliminated from long-term 
investment reasoning. 

The present Atchison company was 
chartered in 1895, representing a re- 
organization of the predecessor com- 
pany. It now operates approximately 
13,000 miles of track, the system ex- 
tending from Chicago, via Kansas 
City, to Los Angeles, San Francisco, 
San Diego, Calif., and Galveston, 
Texas, with many branches throughout 
Kansas, Missouri, Oklahoma, Texas, 
California, Arizona and New Mexico. 


anywhere from 2.37 times to 7.81 
times. There is outstanding $124,- 
172,800 of $% non-cumulative pre- 
ferred stock and $242,166,900 of $100 
par value common. As of the close 
of 1930, the book value of the com- 
mon stock amounted to $269.39 per 
share. 


Funded Debt Ratio Is Moderate 


Atchison’s proportion of funded 
debt to total capitalization is moderate, 
this factor constituting one of the 
road’s greatest features of strength. 
Thus, 46% of the total capi- 
talization consists of bonds and 








net at $10. If this can be ac- 
cepted as a reliable guide for 
the future—and it is certainly 
the only guide available—the 
stock at the recent low repre- 
sents a ratio of only 7 times 
normal earning power. 
Moreover, in considering the 
question of dividend mainte- 
nance during the present doubt- 
ful period, pending some clari- 
fication of the actual future 
earnings outlook, it is worthy of 
note that the road’s cash re- 
sources are large and that it 
possesses a huge earned surplus. 
It need hardly be said that 
these are factors of prime im- 
portance. If these considera- 





Atchison’s Ten-Year Price and 


Earnings Record 
Year — ae 6 means 
pL Cer ee cr 242% 168 $12.86 
ss ROT Ie 29854 195% 22.69 
WORE ..ccccccccce 204 182% 18.09 
EOMT! Sdawesa sine 200 161% 18.74 
WORE .ncccccscece 172 122 28,42 
SMSC Ce 140% 116% 17.19 
BOOS. cdeascssnces 120% 97% 15.47 
OBS ..cccccccces 105% 94 15.48 
BOAR 6ccicivscwces 108% 91% 12,42 
WRT nc cccccceese 94 16% 14,70 


32% of common stock. In 
contrast to Atchison’s 46%, 
Union Pacific has 53% of its 
capitalization in funded debt; 
Southern Pacific has 63%; 
Burlington, 56%; Missouri Pa- 
cific, 71%; and Rock Island, 
70%. The moderate propor- 
tion of funded debt on which 
Atchison has to earn fixed 
charges adds greatly to the in- 
vestment merit of the common 
stock. 

The ratio between total capi- 
talization and gross revenues is 
also decidedly in favor of 
Atchison. Thus, for each dol- 
lar of 1930 gross revenues, the 
road is capitalized at $3 per 














mile, as compared with $3.60 





tions still leave an element of 
doubt as to the attractiveness - 
of the stock, it remains to be noted 
that if the dividend were reduced, to 
$8 it would still yield, at recent prices, 
7.6%. At $7, it would yield 6.6% 
and at $6, it would yield 5.7%. 

Atchison’s $10 dividend has been 
paid only since 1927, $7 having been 
paid in 1925 and 1926; and $6 during 
the years from 1910 through 1924. In 
the light of this record, and consider- 
ing the road’s financial strength and 
normal earning power, one would lean 
far to the conservative side in allow- 
“4 for a dividend cut to as little as 
6. 

In short, whatever action is taken 
on dividends, the yield is likely to be 
satisfactory, compensating fairly for 
retention of the stock over the period 
of time necessary to encompass a basic 
usiness recovery and a sound appreci- 
ation of Atchison earning power. In 
analyzing the stock from this point of 
view, no consideration is given to pos- 
ible early action of the Interstate 
Commerce Commission on the applica- 
tion of the railroads for higher freight 
rates. If the application is granted, it 
will improve the immediate position of 
the carriers and doubtless be reflected 
ina flurry in the stock market. But 
the railroads themselves, however, 
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The area covered is rich in agriculture, 
petroleum, manufacturing and miscel- 
laneous enterprise. Agricultural prod- 
ucts comprise some 23% of Atchison’s 
freight; petroleum and other products 
of the mines, 36%; and manufacturing 
and miscellaneous products, 30%. 


Attitude on Consolidation 


The Atchison management does not 
favor the absorption of other roads on 
any wholesale scale of consolidation. 
Instead, it has taken over from time 
to time such smaller lines as would 
round out its existing system. Such 
an acquisition in recent years was the 
Kansas City, Mexico & Orient, ex- 
tending 725 miles from Kansas City 
to the Mexican border. 

In the development of its territory, 
Atchison regularly builds a certain 
amount of short-line mileage each year. 
In this program it is now building 330 
miles ef road in the Panhandle and 
South Plains sections of Texas, of 
which nearly 100 miles have been com- 
pleted. This extension will open up 
important agricultural territory. 

The road's funded debt totals $310,- 
626,300, on which fixed charges in the 
past eleven years have been covered 


for Union Pacific, $4 for South- 
ern Pacific and $4.50 for Missouri 
Pacific. 

The balance sheet value of the road, 
without equipment, has _ increased 
from $681,893,635 in 1925 to $806,- 
942,869 as of December 31, 1930. 
Over this same period profit and loss 
balance has grown from $209,852,286 
to $321,311,747. For years the road’s 
management has adhered to a conserva- 
tive policy of maintaining a strong 
position in holdings of cash and Gov- 
ernment bonds. During 1930 Atchi- 
son spent some $30,000,000 out of 
treasury for new equipment. It is 
worth noting that the road has no 
equipment trust certificates outstand- 
ing. Despite this policy of paying as 
it goes, however, at the close of the 
year cash on hand amounted to $32,- 
690,900 and Government securities to 
$18,486,000, a total of nearly $51,- 
180,000. 

At no time since the inception of 
the depression has Atchison cut into 
maintenance expenditures in any such 
manner as might impair the efficiency 
of the system. It is not likely ever to 
do so, since a moderate reduction in 
the dividend, if it proved necessary, 
would be a_ preferable alternative. 

(Please turn to page 872) 
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Low-Priced Utility Stock 
Returns High Yield 


Net Earnings Beginning to Stabilize—System’s Present Facili- 
ties Can Take Care of Considerable Increase in Demand 


By Francis C. FuLLerTon 








MONG the low-priced 
A public utility stocks, 
Commonwealth & South- 
ern Corp. common not only 
appears in a thoroughly liqui- 
dated position but one which 
at current levels and dividend 
rate offers a comparatively high 
yield. Selling recently around 
$5 a share and paying a divi- 
dend of 40 cents, a yield of 8% 
is obtainable. The question of 
course arises whether this divi- 
dend distribution is safe. Look- 
ing for an answer in the earn- 
ings reports, results in recent 
months indicate that the down- 
ward trend has been checked, 
temporarily at least, and at a 
level which leaves a fair margin 
over and above dividend re- 
quirements. 
Commonwealth & Southern 
was organized on May 23, 
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NET EARNINGS STABILIZING 
DESPITE DECLINING GROSS REV. 


NET AFTER TAXES 


1928 1929 1930 1931 
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ties of Columbus Electric & 
Power Co. were adjacent to 
those of the Georgia Power Co. 
and the merger consummated 
was of benefit to each. 

The original capital set-up 
of the Commonwealth & South: 
ern system of course was highly 
complicated but during 1930 
this was considerably simplified. 
In February and March of that 
year, the assets and the business 
of the intermediary subsidiaries 
or holding companies Common: 
wealth Power Corp., Southeast: 
ern Power & Light Co., Penn: 
Ohio Edison Co., and Allied 
Power & Light Corp. were con’ 
solidated with the parent or 
ganization. Numerous other 
subsidiaries were combined into 
single corporate units. In fact, 
during 1930 the total number 
of subsidiary companies thus 
eliminated was 60. 
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1929, on the crest of a “bull” 
market. In that year, indeed, 
the common stock sold as high as 297% 
but the successive onslaughts of the 
“bear” market in the past two years 
have steadily forced quotations to lower 
and lower levels, and currently the 
stock is near its low for all time. From 
the present outlook it will be a long 
time before the former high level will 
again be attained, but with the advent 
of business recovery in this country the 
earnings trend no doubt again will be 
upward and price levels considerably 
higher than those now prevailing for 
the common stock should be witnessed. 
Meanwhile the stock is an issue that 
can be held with a relatively small 
amount of capital involved. 
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When Commonwealth & Southern 
was organized in 1929 it acquired all 
or nearly all of the common stock of 
the Commonwealth Power Corp., 
Southeastern Power & Light Co., 
Penn-Ohio Edison Co., and a short 
time later of the Columbus (Ga.) 
Electric & Power Co. The properties 
of the Commonwealth Power Corp. 
were in Michigan, Ohio, Indiana, IIli- 
nois and Tennessee. Penn-Ohio Edi- 
son properties were located largely in 
Pennsylvania and Ohio, while those of 
the Southeastern Power Co. served the 
principal industrial states of the South 
— Alabama, Georgi Mississippi, 
South Carolina and Florida. Proper- 


The system now ranks as one 
of the largest producers of electric 
energy in the United States. Electric 
revenues, however, constitute only 
about 75% of the total gross revenues 
with some 7% produced from the sales 
of gas, 14% from transportation serv 
ices and the remainder from miscel 
laneous sources. The electric busines 
is very evenly balanced in character. 
Almost one-half of the electric revenues 
are derived from residential and com 
mercial service being divided almost 
equally. The other half is derived 
principally from power sales. Power 
is also sold to other utility companies 

A total population estimated in &% 
cess of 8,000,000 located in Common’ 
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wealth & Southern’s territory and more 
than 2,400 communities are provided 
with one or more classes of service. 
Electricity is furnished to 1,053,729 
customers and gas to 218,287 cus- 
tomers. The electric transmission sys- 
tems of several subsidiaries intercon- 
nect with other utility systems and 
thus form integral parts of some of the 
important interconnected power sys- 
tems of the United States. 


The electric properties have a com- 
bined installed generating capacity of 
2,046,198 kilowatts, of which approxi- 
mately one-half is hydro, and in addi- 
tion 313,379 kilowatts are available in 
plants leased and under contract. The 
gas properties have a total installed 
manufacturing capacity of 61,870,000 
cubic feet daily and storage holders of 
31,498,000° cubic feet capacity. The 
combined electric output for the year 
1930 amounted to 6,023,273,200 kilo- 
watt-hours and gas output to 9,407,- 
852,000 cubic feet of which 185,009,- 
000 or about 2% was natural gas. 
Other properties include 17 heating 
plants, 26 water pumping plants, 40 
artificial ice plants, and coal mines in 
Alabama, Kentucky and Illinois which 
provide in part for the requirements of 
the steam-electric generating plants and 
the gas manufacturing plants. 


The properties of the system are 
under highly experienced engineering 
and financial management, who have 
been working toward increased unifica- 
tion. From this the company should 
benefit increasingly. While the system 
extends over a wide area, thus provid- 
ing a considerable 


maining 8% divided among the rest of 
the divisions. 

The system now has sufficient facili- 
ties to meet requirements for some time 
ahead. The corporation’s engineers 
estimate that the facilities now either 
entirely or partially idle are capable of 
adding electric gross revenues amount- 
ing to more than $35,000,000 per 
annum. A substantial percentage of 
such gross, when obtained, will be re- 
flected in increased net income, as only 
relatively small expenditures for sec- 
ondary distribution facilities will be re- 
quired. 


Net Earnings Beginning to Stabilize? 


Ever since the early part of 1930, 
gross revenues of Commonwealth & 
Southern have been showing a declin- 
ing trend. The sales of electricity to 
large industrial power users has 
dropped off sharply in line with de- 
creasing industrial activities. In 1930, 
for instance, there was a decline of 
10.22% in this division from the 1929 
sales and this year sales are still lower. 
Sales of gas to industrial users dropped 
off 17.6% from 1929. These declines 
were offset by gains of 3.1% in elec- 
tric sales to commercial customers and 
of 16.6% to residential electric cus- 
tomers, while consumption of gas for 
ordinary residential purposes gained 
1.9% and for house heating 24.8%. 

The decline in gross revenues, ac- 
cording to recent monthly reports of the 
system, has been slowing down but the 
turn has not yet definitely been indi- 


cated. Very significant forthe hold- 
ers and purchasers of securities of the 
system, however, is the fact that the 
net operating revenues, i.e., the amount 
remaining after operating expenses and 
taxes, have not declined nearly as fast 
as the gross revenues. Recently, they 
have actually been greater than for the 
corresponding months of 1930 in spite 
of the fact that gross revenues were 
considerably higher last year. 

In the month of August, 1931, for 
instance, the net operating revenue 
after taxes amounted to $5,281,834, as 
compared with $5,238,896 for the same 
month last year and $5,944,941 for 
August, 1929. Gross revenues for 
August, 1931, were $10,113,089, while 
in 1930 they amounted to $10,735,624, 
and in 1929 to $11,892,730. Another 
significant factor relating to earnings is 
that depreciation charges are now 
greater than formerly, a factor which 
tends to reduce the earnings per share 
on the common stock. For the twelve 
months ended August 31, 1931, the 
allowance for depreciation amounted to 
$9,550,758 against $9,224,144 for the 
twelve months immediately preceding. 

Total gross revenues for the twelve 
months ended August 31, 1931, were 
$134,091,051 against $145,062,098 for 
the corresponding period of 1930. The 
amount remaining for the common 
stock after all prior charges amounted 
to $15,887,913 and $22,280,397 re- 
spectively, equivalent to 47 cents and 
65 cents a share on the common stock. 
There are currently outstanding 34,- 
011,010 no-par shares of the common 
stock, an amount 
which from a mar- 




















degree of geo- - 
graphical diversifi- ket viewpoint un- 
cation, extensive uestionably is bur- 
eae Ree tera Three-Year Record of Commonwealth & Southern p cemcerennggate 3 oe 
~~ 2 Corp. counts for the low 
n order to pro- price level of the 
: 1980 
vide adequate serv- wig we shares. 
ice and leave a0 Gross Earnings ..........eceseeeee $136,814,908 $147,890,482 $141,656,531 The capital set- 
shortage in facili- Operating Expense ........ssseees 68,379,905(2) 58,245,488 54,970,356 up of the holding 
ties to serve its Taxes (incl. Federal) ............- (2) 18,718,812 14,002,057 company is simple 
cus‘o mers, ‘ is ETE TTT e 8,580,584 8,843,779 9,548,870 ert (in addi- 
necessary to plan tion to the common 
: Sd rer ere 088, 181,092 94,400,490 
two years in ad- — on ee ~— stock) of 1,500,000 
vance with respect UE RE ins chs Riviscisscensens 24,816,297 30,881,311 28,735,258 duwes-of Sk come 
to generating C. & 8, Preferred Dividend ........ 6,390,609 6,812,648 8,179,889 lative preferred 
plants and _ trans- Earned on ©. & 8, Common......... 18,425,688 23,568,663 20,555,369 stock and 17,601,- 
same and sub- Earned per Share Preferred........ 16.50 20.25 19.16 375 option war- 
station facilities. In Seenel ger Ghave Comawe......... 0.54 0.69 0.60 rants carrying the 
1930 a total of privilege to pur- 
$74,297 893 was Property Investment ............+- NF 958,828,019(8) 1,032,252,068(4) chase the common 
expended for addi- Electric Sales (K. w.h.)........+.. 4,568,848,356  6,059,828,496 4,722,466,527 stock at any time 
tions and improve- Gas Sales (ou. ft.) ....sseeceeeees 7,720,650,000 -8,959,294,300 8,850,482,000 at $30 a share. 
= ad to property, Electric Meters ........-..eseeees. 961,114 1,042,876 1,058,729 Besides this, the 
of which approxi- SI iiss satis, 210,418 227,368 218,287 holding company 
mately 86% — (1) Includes interest on funded debt, amortization of debt discount and expense has assumed $55,- 
for the electric de- dividends on operating subsidiary preferred stocks and minority interests. (2) Taxes 489,500 of bonds 
partment, 6% for —a ‘lc coge 7 gana (3) As of Nov. 80, 1929. (4) As of Dec. 30, 1930. while subsidiaries 
the gas depart- (Please turn to 
847 


for OCTOBER 17, [931 

















4 INO UST RATS Tl 








ae 















The Investor Views the 
Chain Restaurant 


Certain Companies Do Well Despite Depression 


ERE are more than 120 million 

people in this country. Depres- 

sion or no depression, every one 
of them eats. The majority dine well, 
others not so well. Some prefer one 
thing, some another. Some dine “in,” 
many dine “out.” The feeding habits 
of a nation is a fascinating subject, for 
they are constantly changing and the 
changes bring far-reaching economic 
effects in their train. 

Prior to the World War it was the 
custom to have one’s meals at home. 
Indeed, the principal function of a 
wife and servants was to see that the 
family received sufficient sustenance to 
make up the energy dissipated during 
the day’s activities. They were usually 
successful, because a woman’s capabili- 
ties were measured by the quantity of 
wholly unnecessary food which could 
be forced upon those dining at her 
table. 

Now, however, everything is changed. 
Women, too, are in business. Houses 


By J. C. Cxrrrorp 


are smaller. Families are smaller. 
There is neither the necessity nor the 
facilities to undertake the messy busi- 
ness of preparing food and cleaning up 
the debris afterwards. The results can 
be seen in the steadily increasing num- 
ber of people who make a practice of 
dining out. 

Dining out in the modern sense can 
mean many different things. It might 
be the mere snatching of a “hot-dog” 
sandwich en passant. It might still be 
a serious business entailing a change of 
raiment and the consumption of a for- 
midable quantity of more or less indi- 
gestible foodstuffs. This, however, is 
rare and is becoming rapidly rarer. Or 
it might be a casual affair on the part 
of those with moderate incomes grow- 
ing out of an admixture of hunger and 
laziness. 
we are primarily concerned. 

The movement is an impressive one. 
All kinds of restaurants have sprung 
up and do a land-office business. There 


It is with this division that 


are restaurants in the ordinary sense of 
the word. There are hotel dining 
rooms and grill rooms. There are sand- 
wich shops, soda fountains and drug 
stores. There are lunch counters, cof- 
fee houses and wayside stands. More 
than 15% of the meals served in the 
United States are served outside the 
home and the various units engaged in 
catering to the demand do a gross busi- 
ness which in all probability closely ap- 
proaches six billion dollars a year. It 
is “big business” unquestionably. In- 
deed, the mere providing of the neces: 
sary equipment is big business in itself. 

It is not strange that this vast busi- 
ness has developed large units, for the 
whole trend of modern industry has 
been toward this end. The advantages 
are obvious. Centralized control, mass 
buying and the equalizing effect ob 
tained by an enterprise which is con- 
ducted throughout a wide range geo 
graphically are all beneficial. Further- 
more, it is usually easier to obtain sat- 
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i te DIVIDENDS 
Company en a — = Business a arg Outstand- | Par | Record 
ing Rate | Payable! Date 
1| American Tobacco ‘B’....... ATB N Bl | Full line of tobacco products....| 1,064,350 3,077,358 25 00 | q-9/1 8/10 
2] Atchison, Topeka & Santa Fe. A N Cl | West & Southwest carrier...... 310,626,335 2,421,669 100 10.00 | g-10/1 9/15 
3] Beech-Nut Packing.......... BNU N A2 | Confections & food products... . None 446,250 20 3.00 | g-10/1 9/12 
41 Cerro de Pasco.............. CDP N D2 | Copper & silver production..... None 1,122,842 No 1.00 | q-8/ 7/16 
3 OO ree 1 KG 1 N | Ad pSoltm@eink’s.. > <7,........... None .000,000 No 7.00 | g-10/1 9/2 
6 | Colgate-Palmolive-Peet...... CPI N Al | Soaps & creams............... None :970 No 2.50 | g-10/21 10/6 
7| Commonwealth & Southern...| CW N Al | Electric & gas utility........... 483 535,900 34,011,010 No 0.40 | q-9/1 8/7 
8| Continental Can............ CH N BOR 7 Ree COMERS, 2 oc nc cccecesese None 732,545 No 2.50 assis 8/1 
9} Cream of Wheat............ CWH;| N Bl | Breakfast food.......... None 00,000 No 2.00*| g-10/1 9/19 
10 | Eastman Kodak............. EK N Al | Photographic apparatus. . None 2,261,030 No 5.00*/ g-10/1 9/5_ 
11 | First National Stores........ FST | N | B2%) Grocery chain stores..... 1,500,000 7,634 No 2.50 | g-10/1 9/19 
12 | General Foods.............. GF | N | Al | Trade-marked foods. .... es None 5,256,350 No 3.00 | g-11/2 10/15 
BD) clk Metin... vine ccc cesses. GK | N | A2 | Foods, soaps, polishes.......... None 1,798,602 No 2.50 | g-11/2 10/10 
14| Hershey Chocolate..........| HSY | N Al | Chocolate & cocoa products..... None 06,520 No 5.00 |q-11/15 | 10/25 
15 |_International Tel, & Tel... -.. IT_|_N_|_B2 | Communications.............- 122,661,100 ,642,508 | No 1,00 | g-10/15 |__9/18 
16 | Island Creek Coal........... ICR | N | D2 | Bituminous coal producer... ... None 593,865 1 4.00 | q-10/1 9/24 
17 Wiles Biscuit.......... LO | N | BI | Crackers & biscuits............ 930,000 548,303 25 2.60*| g-11/1 9/19 
18| N.Y, N.H. & Bartford RR...| V N | Cl | Eastern carrier ». :}259,527,474 1,571,179 100 4.00 | q-10/1 9/18 
19 | Union Carbide & Carbon... .. UN | N | BI | Chemicals & sy ...| 9,554, .743 No 2.60 | g-10/1 9/2 
20 | Virginia-Carolina Chemical. . vc N a OO eee None 486,700 ee CP Perr ot 














*FExtra payments in addition 
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isfactory financial The chain of res 
support when the : taurants run by 
business is a large Leading Restaurant Stocks the Childs Co. is 
one. The result of pS much larger than 
course is the chain ane Om aaa Schrafft’s. It also 
restaurant whose Company 1929 1930 1931 Price dend Yield % covers more terri- 
ager tons Spe! Bickford’s ..........00+0 av KEL 802.0 18 1.20. 912 pestle e 
ul A pre qd a th m ER eT ay 2:56: 2.31 1.20 10 yh she Unite d 
principal security Horn & Hardart ........... 3.71 3:88 NF 30) 2.50 8.3 Seaton and ix Cane 
markets of the Shattuck (Schrafft’s) ...... 2.60 1.92 0.84 14 ¥.00 EE | ada as well. Tt is: 
country. Thompson (J. B.) .....++0- 5.28 908.75‘ 17 1.00 5.9 quite difficult to 
These chain pa BIE caves iadennccvicese 2.50 2.55 1.28 20 1.50 7.5 place f oe per 
ee vs ananie ee se de tt 
m “ 
part of such an en- tion. Some lo 
cations are cafe- 


terprise as Simp- 
son’s Fish Dinner 
House of London which served a two 
shilling meal consisting of soup, fish, 
meat and cheese more than two hundred 
years ago and incidentally is doing the 


whom over-eating is the ultimate in 
vices. 

In addition to its chain of restau- 
rants, the Frank G. Shattuck Co. is 


terias, others are 
standard restaurants, while yet others 
operate on the “self-service” system. 
It has recently been announced that the 
company is to operate a mail order de- 






















































































nse of Ff same thing yet. But, whereas at the in- one of the largest candy manufacturers partment to sell its branded teas, coffee, 
dining ception of Simpson’s there were only a in the world. In this division also its tomato juice cocktails and other foods. 
sand § few eating places from which to choose, product is a quality one and tends to- Childs was recently in the public eye - 
drug § nowadays they exist in profusion. wards the higher price brackets. From as a violent internal revulsion shook the 
s, cof fF They cater to all the different classes of the earnings reports which have been company. The cause of the trouble 
More society. made public, the company has been af- was to be found in the company’s try- 
in the Even the chains, which are designed fected to a moderate degree by the pub- ing to educate the public towards vege- 
le the to suit the tastes of the greatest possi- lic’s depression buying power. ‘This is tarianism and the public’s refusal to be 
zed in § ble number of people in their particu- true despite the fact that raw foodstuffs so schooled. Income dropped off alarm- 
; busi- Far territories, differ one from the other are cheaper than ever, for much of the ingly and there was a change of man- 
ly ap’ § although the various units which make saving here has had to be passed on in agement. This appears to have been 
r. It § up each chain are as standardized the form of lower prices. Moreover in beneficial. The dividend on the com- 
_ In § as possible. For example, there is the candy division, price reductions mon _ stock, however, was _ recently 
neces’ Schrafft’s, run by Frank G. Shattuck have been quite drastic, running as high passed, as it was desired to conserve 
itself. Co. This restaurant chain until re- as 25% or more. cash resources for expansion. 

busi ff cently confined its activities closely to From a stock market angle Shattuck In an effort to improve falling sales, 
wr the § Greater New York and Boston, and common has not escaped the wave of Childs has lately inaugurated a system 
y has § even now has but very few sites out- liquidation which has been the lot of of “guest meals” under a slogan which 
tages ff side these centers. It caters to those securities almost without exception says “dine as a guest—eat all you wish, 
mass “comfortably off.” People from the since the Autumn of 1929. Now, how- whatever, you wish, at one moderate 
t ob better suburbs around New York and_ ever, it is undoubtedly well deflated, price.” In certain of its locations the 
con: Boston dine there when upon a shop- even taking into consideration the some- company has gone even further along 

geo — ping or theater expedition. Cleanli- what lower earnings being shown. It these lines and says “eat all you want 

ee Pp : A : pes eee es 
ther- ness and daintiness are shibboleths and should recover materially with the re- for 60 cents.” Such policies in time 
1 sat’ f the menus are designed for those to turn of sanity to our security markets. (Please turn to page 872) 
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ae EARNINGS PRICE RANGE Rect [Omen 

— Annual Interim 1930 1931 Split-up ped Comment 

a 1929 | 1930 | 1930 | 1931 | High Low High Low _| OF Stk. Div.| Page 

70 WiLSSM 1 56M 1.535030 Aseks orcs 1307 99% 132 74% 2:1 7/30 860 Lucky Strike sales continue at record levels 1 

y/15 22.69 ip Riera: eee: 242 168 2033 844 First 8 mos. operating income off only 17.2% | 2 

y/12 ee 5.52 2.96je6 | 2.63je6 70 463% 62 852 Strong co. but 3rd quarter sales somewhat off} 3 

6 3) re ae eee APR Pee sac) (Gam 21 30% 866 Silver operations proving profitable 4 

12 25 13.15 5.68je6 | 5.93766 191% 133% 170 852 Goud first 9 munths net income expected 5 

ie 4.03 3.76 1.66je6 | 1.697e6 64% 44 50% 853 First 8 months net exceeds that of last year 6 

7 N.F, 0.60 0.69je | 0.50je 20 1 7 12 846 Operating economies sustain net income 7 

i 5.02 BME Asvesiscutscanan tk 7184 43 62 860 Earnings rate to date exceeding dividend needs} 8 

19 3.13 3.11 1.49je6 | 1.34je6 353 25 si 853 Sound company with excellent earnings record) 9 

15 9.57 > | Ua Rene beeen 255% 142 18534 861 Strong financially; conservative management _ | 10 

7a 5.30mr| 4.99mr| 1.33je3 | 1.41je3 613 385% 63 851 Financially sound; net well maintained 11 

ns —_ 3.63 Olje6 3je6 elie 443% 56 851 Low com. prices & economies offset sales drop| 12 

/0 -06 Eo iy REED, ee Ses 47) 29 42% 866 Net income slightly off: good financial position! 13 

195 7.65 7.89 4:69je6 | 5.64je6 109 70 10334 850 Full year profits likely to exceed those of °30| 14 

/18 — 3.03 | 2.07 |0.57mr 3|0.43mr 3 171% 17% 834 __866 Foreign _unsettlement drops earnings slightly| 15 

a 5.05 |" 3.74 | 1.73j6 | 1.21je6 | 43 25 31 867 | Decline uf 19% ip first 8 mos. output 16 

19 4.88 3.99 1.75je6 | 1.270j06 10% 40% 54% 850 Strong company; net fairly well maintained] 17 

os 11.72 | 7.33 | 3.06je6 | 1.86je6 | 128% 67 94% 866 | First 8 mos. net operating income off 34.7%] 18 

12 3.94 3.12 1.42je6 | 1.01je6 | 106% 52% 72 867 Strong, well managed cv.; net temporarily off| 19 

ee —21.29je Cie ee eee 8% 1% 3% Drastic drop in fertilizer demand makes deficit! 20 

7 t—Earnings not adjusted to present capitalization mr3—Quarter ending March 31 je6—Half ending June 30 je—yYear ending June 30 

M—Combined ‘A’ and ‘B’ shares mr——Year ending March 381 
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Companies That Are Profiting By 
Low Commodity Prices 








The low level of commodity prices has contributed to a favorable profit margin in numerous com- 
panies. Raw material prices and operating costs have come down substantially more than the retail 
price, of finished goods. This situation has reacted to the particular advantage of those corporations 
which have carefully controlled. inventories in alignment with nearby market demands. 

Several strong companies which are so benefiting have been selected here for special discussion 


and analysis. 








Hershey Chocolate Corp. 


HILE the drastic decline in raw materials has seri- 
ously affected a large number of other companies, 
to Hershey Chocolate it has proved beneficial. Not 

only have the declines in sugar, cocoa beans and milk given 
the company a record margin of profit, 


now a very simple one. It consists solely of 293,480 shares 
of convertible preferred stock and 706,520 shares of com- 
mon. At the close of 1928 the company had outstanding 
nearly $15,000,000 in prior preferred stock but this has 

since been retired without recourse to 





but the latter has been more than 
sufficient to offset a considerable de- 
cline in dollar sales volume. 

This can be shown in black and 
white. Sales for the first six months 
of the current year amounted to $16,- 
771,000, whereas they totaled more 
than $20,652,000 forthe corresponding 
period of 1930. And yet, operating 
profit in the later period was some 


PRICE SCALE 





new financing. 

The convertible preferred stock is 
perhaps more interesting to an in- 
vestor than the common at this par- 
ticular time. It is entitled to receive 
cumulative dividends at the rate of $4 
a share annually and $1 extra must 
be declared and set aside before the 
common gets anything. It is con- 
vertible into the common stock, 





1930 





$600,000 greater. Per share earnings 


1931 





share-for-share at any time. At pres- 





for the two periods were $2.48 and 

$2.16, respectively, while for the whole year 1930 the com- 
pany showed $7.89 per common share compared with $7.69 
for 1929. 

There appears to be little danger that the wide profit 
margin will narrow materially in the near future. Not 
only does there seem to be little chance that sugar and 
cocoa beans will soon attain higher levels, but the company 
is understood to have considerable supplies bought ahead, 
which of course affords protection against any unexpected 
increase in the value of these two commodities. 

The capitalization of the Hershey Chocolate Corp. is 


ent both the preferred and common 
are receiving dividends at the rate of $5 annually. The 
former is currently selling for about $87 a share and the 
latter about $80, the yield therefore being 5.8% and 6.3%, 
respectively. 

While Hershey's financial position as of June 30 of this 
year must be considered satisfactory, it would undoubtedly 
have been much stronger but for the retirement of the 
prior preferred stock. Current assets at that time totaled 
$10,373,000, while current liabilities amounted to $3,737, 
000. The company’s indicated working capital, therefore, 
amounts to $6,636,000. 





Loose-Wiles Biscuit Co. 


HILE the Loose-Wiles Biscuit Co. is very much 
smaller than its giant competitor, the National Bis- 
cuit Co., it appears to be expanding faster than 

the latter. Since 1927 this movement has been particularly 
vigorous. Among che companies which have been acquired 
are the Peerless Biscuit Co. of Pittsburgh, Green & Green of 
Dayton, Ohio, Tru-Blu Biscuit Co. and the Standard Bis- 
cuit Co., both of which operate on the Pacific Coast, and 
. the Schust.Co. of Michigan. 
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The Loose-Wiles Biscuit Co. is rapidly becoming @ 
national organization. Its dozen or more bakeries are 
widely distributed throughout the country. In addition 
to these it operates a dog bread plant, five candy plants, 
a flour mill and a printing plant, to say nothing of 150 
distributing branches. All the company’s plants are 
equipped with modern machinery and are up-to-date in 
every respect. A new branch factory to cost $1,500,000 
is even now under course of construction at Los Angeles. 
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Of the company’s products, the best known perhaps are 
crackers sold under the name “Sunshine.” These, how- 
ever, by no means cover the company’s entire activities. 
Loose-Wiles manufactures and puts 


outstanding at the end of the respective periods. 
The present capitalization consists of 548,303 shares 
of common stock of $25 par value and 38,743 shares 
of 7% cumulative preferred stock of 





up between two and three hundred 
different packages of biscuits, crack- 
ers, cookies and cakes. Including the 
bulk line, the variety is even larger. 

So far the present depression has 
had no really adverse effects upon 
Loose-Wiles. The company of course 
has benefited from the lower costs of 
raw materials, although part of this 
has been passed on to the consumer nee 
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$100 par value. There is no parent 
company funded debt although that 
of subsidiaries totals about $1,000,- 
000. The present regular dividend 
rate is $2.60 a share annually. This, 
however, is augmented by the pay- 
ment of extras in cash. So far this 
year four extra disbursements of 10 
cents each have been made. 
Loose-Wiles common is currently 
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quoted about $41 a share and affords 





in the form of lower prices. There 
also have been inventory losses. For 
the first half of this year net income equivalent to $1.70 
per share of common stock was reported compared with 
$1.73 for the corresponding period of 1930; for the full 
year 1930 $4 a share was shown as against $4.58 for 1929, 
based in all cases on the number of shares of common stock 


a yield of 6.3% onthe regulardividend 
only. This appears to be liberal in view of the company’s 
demonstrated earning power in depression. Moreover, it 
must be remembered that the company will undoubtedly 
expand further, a factor which always adds to the specula- 
tive attraction of any stock. 





General Foods Corp. 


ENERAL FOODS CORP. is to food what General 


object the development of the process on the Pacific Coast. 





























hares Motors is to automobiles. It is by far the most impor- Other modern developments which enhance the specula- 
tas tant unit in the package food business. General Foods’ _ tive possibilities of General Foods include “selective irradi- 
‘ ne activities embrace a vast field. It has thirty or more pro- ation” by means of which various health giving qualities 
Shar duction divisions. Its products include all the Postum are added to foodstuffs. Vitamin “D,” for example, can 
= brand of breakfast foods and beverages, coffee, a variety | be added in controllable quantities. “Vita-Fresh” is an- 
ki of pudding powders and flours, drinking chocolates, coco- | other new process whereby roasted coffee can be packed 
na Pg nut products, tea, dressings and in an almost perfect vacuum at a com- 
cel “Frosted Foods.” mercial cost. 
os The last division is probably the General Foods is among those com- 
$4 most interesting from the point of panies which have benefited from the 
of $4 view of an investor, for it is here 4 decline in commodity prices. The 
on that the greatest expansion is likely to 3 wider margin of profit which the 
; ae take place. Frosted Foods are food- rm company has been obtaining has 
wg stuffs which have undergone the & tended to offset the decline in sales 
tock, Birdseye quick freezing process, brought about by the general lower- 
see which is said to assure that none of ing of consumer purchasing power. 
The the original richness or flavor is lost ht. RR i This is shown in the company’s well 
| a as occurs with ordinary methods of sustained earnings. For 1930, the com- 
39 freezing. The process is equally ap- pany reported net income equivalent 
wane plicable to meats, poultry and fish as well as to fruits and —‘ to $3.63 a common share as against $3.68 for the previous 
this vegetables. year. For the first six months of the current year $1.93 
odl _ There is a tremendous potential demand for food treated © was shown compared with $2.01 for the corresponding 
, ae in this way, but expansion has been somewhat slow owing previous period. 
aled to the fact that the individual retailer requires special The present dividend rate is $3 a share annually, which 
37 equipment in order to keep his stock in the same condi- appears more than reasonably safe in view of the earnings. 
ae tion as obtained when it was delivered to him. There are, At current prices of $38 a share the return is therefore 
‘ however, at the present time nearly 100 outlets for food nearly 8%. Some idea as to the company’s capacity to 
so treated and more are continually being added. It is | weather the present storm may be obtained from its ex- 
interesting to know that the Standard Oil Co. of Cali- cellent financial position which at the end of last year 
fornia recently joined with a company which had as its showed current assets some five times current liabilities. 
g 3 First National Stores 
a MONG the few industries which are going relatively A fine representative of the chain grocery group is First 
150 well at the present time are the chain grocery stores. | National Stores, Inc. It operates more than 2,500 stores, 
are While their inventory problem has been a serious _ the majority of which are located in New England. About 
is one owing to steadily declining prices, this has been offset 10% of this number are of the so-called “combination” 
000 by a wider margin of profit aided by certain inherent ad- _ type, which means that they are a combination grocery store 
dex: vantages. They deal in the necessities of life and their and meat market. 
a business is for cash. The stores are supplied by an intricate system of ware- 
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houses and motor trucks. The company operates bases at 
Somerville, Mass.; Providence, R. I.; East Hartford and 
Bridgeport, Conn. In addition, it also owns its own coffee- 
ing plants, soft drink bottling plants, candy manu- 
facturing establishments, garages and machine shops. 
Reflecting excellent management and a disposition to ex- 
pand slowly and conservatively, finan- 


First National Stores is no exception to the majority of 
companies in this class inasmuch as current dollar sales 
make a poor comparison with those of last year. In this 
particular instance, however, the declines have been small— 
slightly more than 1%. On the other hand, if lower prices 
are taken into consideration, it will be found that tonnage 

sales are running more than 15% 





cial position has been steadily im- 
proved and per share earnings have 
moved almost consistently upward. 
For the year ended Marcli 28, 1927, 
$1.92 per common share was re- 
ported. This increased in successive 
years to $2.09, $4.07, $5.39, while 
there was only a small recession to 
$5.03 for the year ended March 28, 
1931. It is not unlikely that the set- 





greater than last year. 

Capitalization consists of $5,000,- 
000 in 7% cumulative preferred stock, 
followed by 815,785 shares of no-par 
common stock. Funded debt totals 
$1,500,000 in the form of 5% first 
mortgage bonds due in 1952. Divi- 
dends on the common are currently 
being paid at the rate of $2.50 a 
share annually, which affords a yield 
of nearly 6% at the present price of 
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back last year will be more than made 
up during the current fiscal period. 
For the quarter ended June 27, the company reported 
$1.41 a share as against $1.33 for the corresponding period 
of 1930. 


$44. In view of the company’s earn- 
ings it would not be particularly surprising if a substantial 
extra were paid in the near future. The present regular 
rate might even be raised. 





Coca-Cola Co. 


remarkable earnings record of many years’ stand- 

ing by reporting increases in the profits. This in in- 

deed an outstanding accomplishment which practically sets 

the company in a class by itself. Coca-Cola’s gross receipts 

are slightly below those of the peak year 1930 but savings 

in manufacturing and general expenses and reduction in 

other charges have enabled the company to attain higher 
net profits than ever before in its history. 

Coca-Cola originated as a southern country doctor's pre- 

scription for several of his patients. 


dhe Coca-Cola Co. during 1931 is continuing its 


Manufacturing and general expenses, however, were cut 
$595,996 and miscellaneous deductions were reduced $515,- 
747, or together $1,111,743. Earnings for the third quarter 
are believed to approximate or slightly exceed those of the 
corresponding period of 1930. 

Earnings on the common stock in 1930 were equivalent 
to $11.15 a share on the 1,000,000 no par shares outstand- 
ing. Heavy reserves set up for contingencies tended to 
create hidden earnings in 1930 and previous years. It is there- 
fore significant that while 1931 net earnings so far have been 

running above those of, last year, this 





The idea was exploited commercially 
with phenomenal success until now 
the Coca-Cola Co. is the leader in 
the soft drink manufacturing business 
in the country. In 1886 sales 
amounted to only 25 gallons, but 
since then have risen almost con- 
sistently so that by 1930 sales 
amounted to a total of 27,798,730 
gallons. The company’s distribution 


is so chiefly because much less is be- 
ing charged to reserves. Ahead of 
the common stock comes 1,000,000 
‘shares of no-par $3 cumulative non- 
voting Class “A” stock of which the 
company holds 219,746 shares in the 
treasury as an investment. 

That the earning power of the 
company would be affected adversely 
by legalization of wine and beer is 
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system includes 2,200 jobbers, 1,250 
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not improbable, but experience of the 





bottlers, 123,000 fountain retailers, 
and over 800,000 bottle retailers. The product is marketed 
in 76 countries. 

If the company for the remainder of the year continues 
the earnings trend so far indicated, 1931 will be the eighth 
consecutive year of increasing profits. For the first six 
months of 1931, profits before Federal taxes amounted to 
$7,434,997 which compares with $7,181,812 for the corre- 
sponding period of 1930. Gross receipts for the 1931 
period, _ nna were slightly below those of 1930, ie., 
$20,032,716 against $20,891,274, a drop of $858,558. 


company in the 76 countries where it 
operates seems to indicate that Coca-Cola sales are un- 
related to the sale of alcoholic beverages. Recognition 
should be given to the fact that Coca-Cola is after all a 
specialty product and therefore subject to the possibility 
of increased competition in the future. 

For a long time the common resisted the general market 
deflation but recently has dropped to below 100. Around 
this level the shares appear very reasonably priced both 
with respect to earnings and yield. Current distributions 
are at the rate of $7 annually. 





Beech-Nut Packing Co. 


in the package food industry in this country, and in com’ 
mon with many of the companies identified with this in- 
dustry, its business has shown a remarkable resistance to 
the effects of business depression, although it is not entirely 
immune. 


HE long successful record of Beech-Nut Packing 
Co. is such as would invite confidence in the 
future of the company. Incorporated in 1899, 
some thirty-two years ago, dividends have been paid for 
thirty-orie years. The company is now one of the leaders 
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For the first six months of the current year, for instance, 
Beech-Nut reported net profits of $1,329,338 after charges 
but before Federal taxes, which compares with $1,438,814 
for the corresponding six months of 1930. After allow- 
ing for estimated Federal taxes and dividends on 45 shares 
of Class “A” stock outstanding, earn- 





fruit and candy drops, chocolate bars, coffee and biscuit 
dainties were developed. All of these products are attrac- 
tively packaged and are sold at more or less standard- 
ized prices throughout the year. The products are in 
widespread demand in the average American home and 

could hardly be classified as luxury 





ings were equivalent to about $2.63 
a share on 446,250 shares (par $20) 
of common stock against $2.96 a 
share in the first half of 1930. The 
dividend of $3 annually, therefore, 
was practically 90% covered in this 
six months’ period alone, despite in- 
ventory problems arising from declin- 
ing commodity prices. 

Originally, the company engaged in 
the packing and distribution of ham 
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items. 

The outlook for the second half of 
the year is favorable, with sales well 
maintained, although showing a con- 
tinuation of. the slightly downward 
trend in evidence since the peak year 
1929. Lower price levels account for 
this, but the company itself benefits 
from lower cost of materials. Gen- 
eral weakness in the stock market has 
carried quotations for the common 
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and bacon, but new products have 

been added from time to time. Chewing gum, peanut 
butter, preserves, jellies, marmalades, beans, sauces and 
confections were gradually added to the line. During re- 
cent years products such as prepared macaroni, spaghetti, 


below 40 and it is possible that even 
lower levels may be seen, but the merit of the company 
and its prospects place the stock in a list which deserves 
careful watching for later accumulation. A yield of about 
74% is obtainable. 





Colgate-Palmolive-Peet 


ago when Colgate-Palmolive-Peet Co. was formed are 

beginning to be realized during the present year. In 
the face of reduced dollar sales, due to the lower selling 
prices which more than offset the increase in physical vol- 
ume of sales, the company was nevertheless able to report 
again in net profits for the first half of the year compared 
with the corresponding period last 


T's benefits of consolidation effected some three years 


Net profits for the six months ended June 31, 1931, 
amounted to $4,003,694, equivalent to $1.69 a share on 
1,999,970 common shares outstanding against $3,'760,625 
or $1.66 a share in the corresponding period of 1930. Ad- 
vertising expenses increased over 1930 and the issue of ap- 
proximtely $8,000,000 of additional 6% preferred stock also 
called for greater dividend disbursement. The second half of 
the year is seasonally better than the 





year. The company is a leader in an 
essential industry which apparently is 7 
little affected by general business con- 


ditions. 3 
Colgate-Palmolive-Peet Co. is the g 
result of the consolidation of a num- 3 


ber of very old manufacturers of soaps, 
dental and shaving creams, washing 
powders, perfumes and toilet prepara- 
tions, all of which constituent con- 






bia first half, and as prices have been 
fairly stabilized, earnings for the full 
year 1931 promise to be somewhat 
above the $3.76 a share reported for 
1930, although not quite as high as 
in the peak year 1929 when earnings 
were $4.04 a share. 

Despite the stability of the com- 
pany’s business and earnings, the 
stock has gradually been falling in 
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cerns had successful past records. 
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price in common with the remainder 





Many of the products are sold under 

nationally-known trade names, while some products are 
made under “private brands” for other distributors. As 
now constituted, the company markets its products in 48 
different countries, and has the exclusive agency in the 
United States and Canada for the Vaseline products of the 
Chesebrough Manufacturing Co. It also deals in olive oil 
through an Italian subsidiary. 


of the stock market, until currently 
it is available at under 33. At such conservative valuation, 
the equity in this strong enterprise yields, on the basis of 
its present dividend of $2.50, slightly more than 7.6%. 
Financially, the company is in an exceptionally sound posi- 
tion, with a ratio of current assets to current liabilities of 
better than 6.6 to 1 as of June 30, 1931. The working 
capital amounted to $34,723,904. 





Cream of Wheat Corp. 


which persists in spite of everything. Probably the 

most usual item in the American breakfast is cereal, 
old-fashioned hot cereal, and one of the most palatable of 
these is “Cream of Wheat.” Practically every wholesale 
grocer and retail and chain grocery store in the United 
States and Canada has in stock “Cream of Wheat.” In 
fact, the product is obtainable in virtually every civilized 
country in the world, for while this cereal breakfast tood 
is well established in this country and Canada, it is also 
finding a place in the diet of foreign peoples. Over a period 
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ie breakfast habit is a good old American custom 


of three years recently, sales outside of these two countries 
have doubled. 

The business of “Cream of Wheat” was originally estab- 
lished 36 years ago in North Dakota and in 1897 was 
moved to Minneapolis, Minn., where it is now located. 
Up until March, 1929, when the present corporation was 
formed, control of the business was closely held, but in that 
year the company was recapitalized and the shares made 
available for the investing public. In order to insure per- 
manence and continuity of the management for a period 

(Please turn to page 868) 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems are par- 
ticularly appropriate since they often are of interest to many. The services of this 
department also are available for answering investment questions of general interest 
excluding inquiries regarding the position or prospects of individual securities. 
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Personal Investment Talk No. 13 


Investment Opportunities at the 


End of a Bear Market 


Earnings Trend Should Have Prime Con- 
sideration in Selection of Common Stocks 


By JoHn Duranp 


N the first of this series of Investment Talks we dis- 
cussed the major market cycle and showed that it may 
be divided into three typical phases, according to the 

degree of fidelity with which prices conform to current 
business conditions and prospects. The First Phase is char- 
acterized by a close agreement between security prices and 
business conditions. In the Second Phase, common stock 
prices begin to part company with the business trend. This 
leads up to the Third Phase in which psychological forces 
rule supreme, without regard to either current or prospec- 
tive conditions in industry. 

The Second and Third phases coincide with the later por- 
tion of a major bull market. The First phase is usually of 
much longer duration than either of the two other phases 
and frequently lasts longer than the second and third phases 
combined. This is quite logical; for it is only when popular 
imagination becomes fired with the mania for speculation 
that real values are completely disregarded. The speculat- 
ing public which invades Wall Street in force during the 
later stages of a major bull market is recruited largely from 
a class of amateur traders with little or no previous expe- 
rience at the busines. At other times, however, prices in 
the stock market are made for the most part by experienced 
investors and veteran professional traders who know what 
they are doing, and why. It is the latter classes of market 
operators, and not an inexperienced public, which deter- 
mine prices during the first phase, when prices tend to con- 
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form more closely with current values and the trend of 
business generally. 

For purposes of laying out a suitable investment program 
it now becomes necessary to examine :the first nee 6 longest 
phase of the major market cycle more closely. Thus we 
find that the first phase is ushered in by a major bear mar- 
ket which anticipates, or coincides with, a major business 
depression. Following the major bear market comes a 
period when the general price level remains for some time 
within a narrow trading zone, with fluctuations and volume 
of transactions becoming smaller and smaller. Business 
assumes a spotted appearance, with some lines showing im- 
provement and others continuing to fall off. This is a 
readjustment period when liquidation peters out in the 
stock market and new investors begin to accumulate bar- 
gains. Most lines of business at this time adjust their 
activities to prevailing lower price levels, and cut operat- 
ing expenses to the bone. Business and the stock market 
are both at the turning point. Gradually more and more 
industries and individual concerns begin to show gains in 
activity while profits mount rapidly. Here again the stock 
market conforms closely to what is happening in the world 
of production and trade, so that prices commence to rise 
slowly. After a considerable time has elapsed, the public 
again gathers courage to enter the market and price move- 
ments begin to outstrip the gain in business activity. The 
market leaves its first phase then and enters upon the second. 
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At present, of course, we are in that period of the first 
market phase where business and security prices have been 
pretty thoroughly liquidated, and the foundation is being 
laid for gradual improvement in industrial conditions and 
in the stock market; in other words, we are nearing the 
end of a major bear market. If so, it is timely to consider 
what changes in the investor’s portfolio of security holdings 
will enable him to derive the greatest financial benefit from 
the approaching opportunities and the period of slowly 
rising prices that lies somewhere ahead. 


Difficulties of Forecasting 


Of course the first essential to laying out an investment 
program suited to the end of a bear market is to be rea- 
sonably sure that the bear market is about over. Thisis a most 
dificult problem to solve. It is reasonably easy to forecast 
the culmination of a business boom and its accompanying 
bull market; but the ablest economists and forecasters have 
failed completely up to now in predicting the end of this 
depression. In the last analysis all of these premature out- 
bursts of optimism seem to have been founded upon the 
tacit assumption that a depression ought to last about just 
so long and then come to an end. The present slump has 
stretched out longer than most of the previous periods of 
subnormal activity, and so all of the historic sequences of 
time intervals between interest rates and other supposed 
sign posts along the path of the major cycle have turned 
out to be false prophets. 

The present depression, largely because it has been ex- 
ceptionally severe and prolonged, is enabling us to learn 
much about the mechanism of business cycles and we are 
beginning to see that many developments which had pre- 
viously been looked upon as precursors of a revival are 
nothing more than consequences of the deflation. We 
know now that deflation, however severe, is not of itself 
sufficient to bring about its own cure. Before recovery 
can set in it seems that something must occur to revive 
public confidence. Sometimes this may be nothing more 
than the humanly characteristic rebound from a state of 


pessimism that has become too extreme to persist in- 


definitely. When such an emotional recoil will take place 
does not seem to be susceptible of prediction by any of the 
statistical methods now in use. 


Low Money Is Not Effective 


Low interest rates have proved to be utterly ineffective 
in stimulating recovery. There is plenty of money in the 
country; but individuals and business concerns are afraid 
to put it into circulation. It looks, then, as though neither 
cheap nor plentiful money is able to turn the busi- 
ness pendulum upward. This would seem to shatter a 
pet theory long held by many able economists. In fact, 
the conclusion seems almost irresistible that conditions in 
the money market are merely symptomatic of current busi- 
ness conditions; but do not cause the cyclical ups and 
downs in trade and industry. We recognize that the sug- 
gestion is economic heresy; but it does seem worth ponder- 
dering. If space permitted, much statistical evidence might 
be advanced in support of the supposition that money is a 
convenient tool, but not the life blood, of business activity. 

At present writing, then, it appears impossible to say 
just when a cyclical recovery in the stock market and in 
general business activity will finally set in. ‘When it does 
come readers of THE MAGAZINE OF WALL STREET will 
be apprised of the improved outlook in the regular dis- 
cussion of the C. G. Wyckoff Barometer of Business 
Trends which appears in each issue under the caption, 
‘Taking the Pulse of Business.” In the mean time, reports 
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show that a number of industries and individual companies 
have already turned the corner and are beginning to ex- 
perience increased earnings. The majority of such con- 
cerns are engaged in supplying consumers’ wants—such as 
food, clothing and a few of the more popular makes of 
automobiles. The heavy industries, which produce capital 
goods, still lag, as is customary following a general busi- 
ness depression. 

Regardless, then, of the exact time when general re- 
covery will become an accomplished fact, it seems evident 
that the investor should begin now to devote some thought 
to his eventual program of accumulation. 


Government Bonds Are Not Cheap 


Government bonds are now in such favor among institu- 
tions and private investors that their prices have risen to a 
point where the yield is no longer very attractive. The 
coming year promises to witness large new issues of Gov- 
ernment bonds to meet popular demand for relief to the 
unemployed and to finance a huge deficit in the national 
budget. For these reasons it seems doubtful if the market 
prices of U. S. securities will rise much higher, and they 
may even decline somewhat. So it would seem the part 
of prudence to switch first from such securities into high- 
grade common stocks before disposing of one’s short term 
notes. Later on the latter also may be used to obtain funds 
for investment in common stocks. 

There is much difference of opinion among investment 
counselors as to whether one should invest in the common 
stocks of companies whose earnings are now on the in- 
crease and which, for this reason, have for some time 
proved resistant to declining market prices, or whether to 
favor the stocks of leading companies in industries which 
have been hard hit by the depression. Those who urge 
the latter policy say that stocks which have declined the 
most will advance later more than the issues of depression 
proof companies. This is doubtless what will happen, 
when their turn comes; but buying in advance of the 
turn is a risky matter. When purchasing common stocks 
it is always well to be as sure as possible, and avoid guess- 
work. It is highly probable that the stocks of companies 
which are now enjoying reasonably satisfactory earnings 
will have risen high enough for the time being by the time 
these more unfortunate companies begin to get out of the 
red; so that an investor can then switch profitably, and 
with greater safety than at present, from the stocks of com- 
panies which have been prospering into those of concerns 
which are on the point of becoming prosperous. 

It is always the most conservative. procedure when buy- 
ing common stocks to select the issues of companies whose 
earnings are on the increase. They may not advance quite 
so spectacularly as other stocks; but they will advance con- 
siderably eventually, and there is very little danger that 
they will sell off permanently. If the industry in which 
the company operates enjoys bright prospects, so much the 
better; for it is always easier for even a strong and well- 
managed company to make money when other concerns 
in the same line of business are doing well, than to struggle 
for profits in a field which does not offer enough business 
to go around. The automobile is an industry of the latter 
sort. As a whole it is handicapped by too much produc- 
tion capacity, and so a few companies which are lucky 
enough to bring out popular new models make good money 
for a season or two, only to yield this advantage later to 
other companies which bring out newer and still more 
popular models. 

Next to earnings in importance comes the stock’s techni- 
cal market condition. Sometimes a stock which is otherwise 
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What Are the Speculative 
Leaders of the Future? 


Presenting a Problem of a Possible Shift 
in Security Tastes and Opportunities 


Editor, Readers’ Forum: 

Even the most contirmed pessimist prob- 
ably believes that the common stocks of 
well-managed American corporations will 
not remain at depressed levels indefinitely. 
Despite the current atmosphere of gloom, 
most persons assume that there will be a 
business revival ultimately and that security 
prices will recover. On this assumption a 
great deal of odd-lot buying is now taking 
place. Generaliy speaking, the issues most 
favored are those which were outstanding 
in the last bull market. Having lived 
through several booms, however, I am not 
at all sure that the reasoning behind this 
accumulation is sound. I have seen too 
many favorites of a former day which 
never came back. I don’t believe that any- 
one can pick the leaders of the next bull 
market but I would greatly appreciate 
having your ideas as to some of the possible 
shifts in speculative leadership—T. R. B 


We share your doubt that anyone 
can forecast the stocks which will lead 
the next bull market. The factors 
which make for leadership are, first, 
earning power and, second, speculative 
taste, the latter consideration neces- 
sarily determining to a large extent the 
stocks which are singled out for pro- 
fessional manipulation. While we are 
still in a bear market there is, obvi- 
ously, scant basis for attempting to 
estimate the developments of the fu- 
ture with regard to either of these fac- 
tors. Possibly some entirely new in- 
dustries will be represented in the next 
bull market. The investor is con- 
fronted with the fact not only that 
business conditions and _ industrial 
trends are in a more or less permanent 
state of flux, but that the relative posi- 
tions of individual companies in their 
own fields also are constantly chang- 
ing. There was a time, for example, 
when American Sugar and American 
Woolen were regarded as leading 
stocks and American Can was con- 
sidered a radical speculation. There 
was a time when New Haven was a 
premier investment stock and Atchi- 
son and Union Pacific could have been 
bought at little more than receivership 
prices. Changes of this kind have been 
common in the past and are not likely 
to be absent in the future. 

It is this fact that puts a stamp of 
folly upon the fixed trust idea. No 
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investment policy should be fixed and 
irrevocable, for the factors which con- 
trol the price movement are far from 
fixed. How many companies can be 
considered impregnable? After nam- 
ing American Telephone and United 
States Steel, one hesitates to include 
any others. Moreover, broad shifts of 
group leadership are likely. In 1929, 
for example, public utilities were the 
most favored issues, while railroad 
stocks relatively were backward. It 
was felt that there was a definite 
“ceiling” to the rails, while fantastic 
appraisals were put upon public utility 
earnings. 

Without venturing into the field of 
prophecy, it may be worthwhile to 
consider the logical possibility that this 
relationship may be reversed in the 
next business revival. Utility earnings 
are being fairly well maintained but 
we have learned that they cannot 
double every two or three years. Utili- 
ties are only now getting down to a 


reasonably safe yield of 5% or 6%,- 


a yield which investors formerly 
thought they should have from any 
common stock. For utilities to double 
in price, therefore, over any brief 
period of time would require that they 
again sell on a speculative premium 
basis. Rails, on the other hand, have 
suffered a drastic shrinkage in earn- 
ings which is probably temporary and 
would require only a normal business 
recovery, say on the basis of 1925 or 
1926, to double or even triple earn- 
ings. It may therefore be that the end 
of the bear market will find the utili- 
ties less attractive speculations than 
they were in the last boom and the 
rails correspondingly more attractive. 
This is at least one of the possible ma- 
jor shifts of speculative leadership 
which appears to have a tangible basis 
at present and which for this reason 
is worthy of careful thought. 





Higher or Lower Tariffs? 
Editor, Readers’ Forum: 


T am a small manufacturer and do a 
great deal of my business over the border 
with Canada. I have been brought up in 


the belief that a high tariff was necessary 
to protect our high standard of living. The 
recent drastic revision of Canadian import 
duties has forcefully brought to my notice 
that they can work both ways. I also 
notice that many prominent Americans are 
advocating a reduction in our tariff just 
when the rest of the world is raising theirs. 
It appears more logical to raise ours, al- 
though I’m really so befogged by the whole 
thing I hardly know what to think.  Per- 
haps you would be good enough to give 
me the classical arguments for and against 
tariffs in general—P. C. S. 


Space permits only a very brief 
sketch of the subject. The argument 
for a protective tariff—theoretically 
entirely separate from a revenue tariff 
—is that foreign manufacturers can 
make things cheaper than we can solely 
because the wages paid their workmen 
are so much less. If there were no 
tariff these goods could be brought over 
here and sold at prices which the 
American manufacturer could not meet 
and therefore he would either have 
to go out of business altogether or re- 
duce wages to the level of those paid 
abroad. 

On the other hand the free-trader 
says that this argument is much 
stronger politically than economically. 
He contends that every law-maker tries 
to have the tariff raised on the goods 
made in his particular constituency and 
that there is a great deal of bargaining 
along the lines “you vote for my tariff 
and Ill vote for yours.” The result is 
that the tariff gets raised all around 
and the cost of living naturally soars. 
Higher wages must be paid to offset 
this increase and in order to do so the 
tariff must be raised still higher and so 
on ad infinitum. 

Those for a lower tariff go on to say 
that this is the age of specialization. 
Men no longer raise their own food, 
weave their own cloth and build their 
own houses. They employ experts to 
do these things for them and the net 
result is a gain for everyone. They say 
that this should be applied inter- 
nationally. If Germany, for example, 
can make dyes cheaper and better than 
we can, then we should buy German 
dyes and concentrate upon developing 
something for which we are especially 
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fitted. Tariffs, the free-trader contends, 
promote inefhciency. The manufactur- 
ing plants which are brought into be- 
ing are no more than hothouse growths 
which cannot stand by themselves in 
a cold world. 

While the arguments for and against 
tariffs in general are fairly clear cut 
when it is a question of putting on a 
new tariff or of abstaining from one at 
all, the matter is more complicated 
when a tariff is actually in existence. 
It would undoubtedly be disastrous for 
us to make any really drastic revision 
downward in our tariff at the present 
time, although it is not impossible that 
small reductions over a period would 


be beneficial. 


A Critical View of Gold 


Editor, Readers’ Forum: 


Mr. Knappen has put the “Gold Standard 
or Bimetallism” article very clearly. I 
congratulate him. I have only two critic- 
isms to make. The first, that not enough 
insistence is placed on the fact that the 
“G.S.” is the fundamental cause of this 
crisis. And the second that he expresses or 
implies the pious hope that the “G.S.” can 
be made to work, 

The “G.S.” is a fair-weather craft. It is 
not made seaworthy to stand economic 
storms. The maldistribution of gold is 
an inherent vice of the system. You can- 
not “manage” the Gold Standard. The 
minute you do, you have suspended it, i. e., 
temporarily abolished it. What can be and 
must be managed is the currency and credit 
instruments. To do this you don’t have to 
“manage” gold first. 

According to your Treasury Department, 
2 out of your 5 billions of. gold are de- 
posited in U. S. A. by foreign citizens, 
These 2 billion therefore cannot be used 
either by you or their owners. They are 
useless. If you were to utilize these hoards 
to expand your currency or your credit 
position, you would one day find yourselves 
in the tdentical position which England is 
in today. 

Mr. Knappen thinks that there may be no 
great danger that other nations will aban- 
don the Gold Standard. In my opinion, it 
ts only a matter of time, when every nation 
will be forced off it. I agree that there 
is “no great danger” in this. On the con- 
trary it will be a God send. Nor do I 
consider it “horrific to contemplate” what 
would happen if 11 billions of gold were 
reduced to their commercial value. 

The U. S. gold stuck, exclusive of 

foreign holdings, amounts to 3 billions. If 
the commercial value is %4 of this, the U. S. 
would lose 2% billions on its gold, which 
would be compensated by a gain of—I dare 
not guess how many times this amount—in 
the value of everything else. 
_ Wall Street can do much better than that 
im one day, without compensatory gain. 
Has not the value of stocks quoted in Wall 
Street alone shrunk 70 billions since the 
boom? 

Have you read recent debates on the 
“G.S.” in the House of Commons? (See 
Mr. Graham’s and Churchill’s speeches). 
The Gold Standard is on its death-bed. 
The sooner it receives a first class funeral 
the better for the world. All other ques- 
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tions are relatively so unimportant and 
even if some of them require careful study 
and adjustment, it will be useless attending 
to them until the body economic has been 
purged of this yellow fever. f , 
Do keep hammering away with articles 
and leaders, till the scale drops from the 


eyes of our masters. Finance and credit 
must become our handmaids instead of our 
masters —C. Spencer Hess. 


How Important Is Short-Selling? 


Editor, Readers’ Forum: 


There appears to be a growing agitation 
on the subject of short-selling and wide 
difference of opinion as to its actual effect 
upon the stock market. From some of the 
criticism one would get the impression that 
most of our present financial troubles should 
be blamed upon the bears, which I doubt. 
In your opinion, would the situation be 
made worse or better by eliminating short- 
selling? Can you explain to me the Stock 
Exchange’s exact conception of the differ- 
ence between “legitimate short-selling” and 
“bear raiding?” —G. G. S. 


In our opinion, short-selling serves a 
decidedly useful economic function in 
normal markets. Whether it is useful 
in practice, however, in periods when 
speculative psychology is running to 
extremes in either direction is at least 
open to question. In a normal mar- 
ket short-selling acts as a stabilizing in- 
fluence, putting a brake upon excessive 
advance and serving as a cushion when 
excessive decline offers profits to the 
shorts which can be realized only by 
covering purchases. Unfortunately for 
the theory, short-selling is most popu- 
lar in the late phases of bear markets 
and least practiced near the tops of 
bull markets when restraint is badly 
needed. It is a well known fact that 
short-selling had almost nothing to do 
with the 1929 crash. In the main a 
decline such as we have had in the last 
two years is due to the insistent urge 
of investors and speculators to sell 
securities and to a lack of demand. 
Real liquidation undoubtedly is the 
most important factor. Whether its 
effects tend to be exaggerated by short- 
selling in the present condition of the 
market is conjectural and could be 
cleared up only by the actual test of 
eliminating short-selling for an experi- 
mental period. The present discussion 
would be illuminated considerably if 
the Stock Exchange would make public 
the information in its possession bear- 
ing on the actual extent of the short 
position. Perhaps the best definition 
of “legitimate short-selling,” as ap- 
parently interpreted by the Exchange, 
is short-selling which merely attempts 
to anticipate the natural trend of the 
market. There is certainly an ethical 
and practical distinction between this 
and “bear raiding,” which by large 

(Please turn to page 876) 
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Dictionary | 


E particularly direct your 

attention to this practical 
and valuable book which you 
should have on hand for con- 
stant reference. It may easily 
help you make or save hundreds 
of dollars in the purchase and 
sale of securities. 


487 words and expressions are 
clearly defined. Includes every 
word or phrase used in security 
transactions. The art of distin- 
a exactly between securi- 
ties and concerning market oper- 
ations, requires a clear idea of 
every item dealt with. This book 
sweeps away the vague notions 
which so. often cause mis-steps. 
It clears up many points which 
have been feared because they 
were not understood, and meets 
the needs of every investor. 


Fully illustrated with graphs, 
charts and reproductions of all 
ordinary documents used in buy- 
ing and selling stocks and bonds. 


127 Pages. Richly bound 
in imitation Morocco, 
dark blue flexible fabri- 
koid, lettered in impressed 
gold. 


$1.50 Postpaid 
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Little Tangible Evidence of 
Improvement Yet 





STEEL 











Basic Corrections Made 


dustry continues just about as 

depressed as it has ever been 
during the last few years, many un- 
derlying corrections have been made. 
These include economies of all sorts. 
Plant efficiency is now higher than 
ever and the industry appears to have 
surmounted successfully the difficult 
salary and wage problem, all of which 
makes a sound base for when definite 
improvement in demand should set in. 
Third quarter reports are naturally go- 
ing to make a very poor showing, but 
it is believed that the effects of these 
have already for the most part been 
discounted by business in general as 
well as by the security markets. Noth- 


(Please turn to page 874) 


Dies the fact that the steel in- 











COMMODITIES* 
(Bee footnote for Grades and Units of 
Measure) 
7-—— 1931 ——_ 
High Low Last*® 
Steel (2) ....00. $0.01% $0.015% $0.01% 
Steel (2) ....... 0.01% 0.015% 0.01% 
Pig Iron (3)..... 17.00 15.50 15.75 
Copper (4) ..... 0.10% 0.07 0.07 
"EO err 0.05% 0.08% ## 0.04% 
Petroleum (6) .. 0.81 0.14 0.54 
Coal (7) ....... -60 1.40 1.45 
Cotton (8) ..... 0.11 0.05% 0.05% 
Wheat (9) ..... 079 0.39 0.54 
Corn (10) ...... 0.68% 0.388% 0.48 
ae 25.00 13.00 20.50 
Steers (12) ..... 17.00 11.00 15.75 
Coffee (13) ..... 0.10 0.07% 0.07% 
Rubber (14) .... 0.08% 0.045% 0.04% 
Wool (15) ...... 0.72 0.60 0.62 
Sugar (16) ..... 0.08% 0.038% 0.08% 
Paper (17) ..... 62.00 57.00 57.00 
Lumber (18) ... 17.67 13.85 18.85 
* Oct. 5, 1931. 


(1) Sheets, Pittsburgh, cents per Ib. (2) 
Bars, Pittsburgh, cents per Ib. (8) Basic 
Valley, $ per ton. (4) Electrolytic. cents 
per Ib. (5) Pig (N. ¥.) c. per Ib. (6) 
Kan., Okla., 32-32.9 deg. $ per bbl. (7) 
Pitts., steam mine run, $ per ton. (8) 
Middling (Galv.), cents per Ib. (9) No. 2, 
Hard, Winter (Kan. City) $ per bu. (10) 
No. 3 Yellow (Chic.), $ per bu. (11) 
Fresh loins, 10-12 Ib. (N. Y¥.) $ per 100 Ib. 
(12) 550-700 Ib. (N. Y¥.) $ per Ib. (18) 
Santos, No. 4 (N. Y.) c. per Ib. (14) 
Smoked Sheets (N. Y.) cents per Ib. (15) 
Fine staple, clean ‘Boston), cents per Ib. 
(16) Cuban raw 96° deg. deliv. (N. Y.), 
cents per Ib. (17) News Rolls (N. Y.), 
$ +4 ton. (18) Yellow pine boards, f. 0. b. 
per M. 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—Production of steel ingots has dropped back to about 29% 


of capacity after spurting to 31% last week. Pipe line demand is 
holding up unexpectedly well but this has been offset by losses in 
other lines. Railroads are postponing purchases until the rate in- 
crease petition now pending is settled. Prices of finished steel shapes 
remain unchanged but some weakness is evident in pig iron and 
scrap. 


COPPER—Production continues far in excess of world consumption, 


with the result that new high records are made weekly in surplus 
stocks on hand. Users of the red metal are restricting their buying 
to a strictly hand-to-mouth basis, in case of lower quotations. The 
present price is 7 cents a pound for domestic delivery. Until the 
scheduled meeting of the principal producers takes place at New 
York late this month the market situation should remain stagnant 


with prices steady. 


PETROLEUM—A slight drop in output occurred during the past week, 


most of it being in the East Texas fields. Oklahoma and Mid- 
continent producers are watching the efforts towards restriction in 
Texas to determine whether or not they will increase production. 
It is unlikely, however, that unrestricted drilling will be resumed 
by the latter. Indeed, Texas authorities are contemplating further 
limitation. The slight decline in production this week has not been 
sufficient to counteract the smaller seasonal demand, and prices 
for gasoline and oil have displayed a softening tendency. 


PAPER—It is believed that the recent fall of the Canadian dollar will 


have a favorable effect upon paper pulp manufacturers in that 
country and an unfavorable effect upon their competitors in the 
United States. Such a conclusion, however, appears to assume that 
the discount on the Canadian dollar will continue. Moreover, a 
depreciated exchange must continue to depreciate if the export 
advantage is to be retained, for domestic prices tend to rise in pro- 
portion to the depreciation. 


RAILROADS—Net operating income for the first 8 months of 1931, 


covering the entire 171 Class I railroads of this country has just 
been reported, and a much darker picture is presented than recently 
was thought possible. During this period railroads that operated at 
a loss were most numerous in the western district, where 17 suffered 
deficits, compared with 12 in the eastern and 6 in the southern 
sections of the country. Asa reduction of wages in the near future 
is practically impossible, improvement depends upon an unlikely 
phenomenal increase in carloadings or upon a favorable decision 
of the rate case now pending. 


RUBBER—Recent trade estimates state that production may rise over 


10% annually during the next five years, and it has been further 
stated that consumption is extremely unlikely to absorb such an 
output. Although prices at New York rallied strangly from the 
lows of last week, about half of the advance has been lost, and 
quotations for plantation spots rule at 4.80 cents a pound. Any 
material rise in prices over the near term, based upon the present 
outlook, is remote. 
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of Wall Street’s Indicators 


Common Stock{Price Index 


















1930 Indexes 1981 Indexes 
= Number of Group r A” 
Close High Low Issues High Low Oct. 3 Oct. 10 
62.2 140.7 69.9 405 COMBINED AVERAGE ...... 84.4 34.8 34.8* 40,5 
112.0 405.5 105.7 5 Agricultural Implements ..... 142.4 36.7 36.7* 47.8 
88.5 272.0 85.6 8 Amusement .........ssseeee0s 121.2 39.0 39.0% 47.4 
47.8 118.1 46.2 22 Automobile Accessories ...... 716.9 26.8 26.8* 30.6 
25.6 784 24.5 20 Automobiles ............+..0- 87.0 12.4 12.4* 14.6 
39.9 158.1 35.4 4 Aviation (1927 Cl—100) ...... 74.2 30.0 30.0* 34.3 
23.8 742 283.8 % Baking (1926 Cl—100) ...... 384 10.4 10.4* 13.2 
WEG GUGARL MAO O  GIBOUES ccc ccscceescdsecess 212.8 122.0 122.0* 141.0 
128.6 262.7 123.6 5 Business Machines ........... 162.2 63.4 63.4* 73.3 
es ee ee eee 188.5 109.5 109,5* 122.3 
126.0 248.56 124.3 8 Chemicals & Dyes ..........+. 157.8 78.2 78.2* 86.5 
85.4 107.9 34.4 Bi GORE ac edscavivcccsccecceccss 71.8 26.8 26.8* 30.3 
48.3 121.8 46.2 22 Construction & Bldg. Mat..... 73.7 23.8 23.8* 26.9 
70.4 211.7 67.0 12 Copper .......seeeeeeceeeecece 92.4 34.2 $4.2* 40.4 
83.0 125.1 80.7 2 Dairy Products .. a 98.0 47.4 47.4* 58.3 
21.5 651.6 20.4 » Department Stores 30.2 14.2 14.2* 15.2 
83.0 142.0 79.4 8 Drugs & Toilet Articl 120.4 66.8 56.8* 63.7 
115.8 289.1 114.9 8 Electric Apparatus ........... 149.3 56.0 56.0* 66.5 
14.8 644 13, 4 Fortilizers ...........00 eeeee 21.5 5.1 5.1* 6.2 
77.6 148.4 5 2 Finance Companies ........... 91.38 40.8 40.8* 49.7 
644.4 938.5 62.1 7 Food Brands ......ccccccccees 80.1 8 45.8* 54.0 
50.3 124.6 50.0 4 Food Stores ............s0+ 83.0 47.9 47.9% 63.0 
31.6 119.2 30.1 4 Furniture & Floor Covering ... 61.7 29.7 29.7* 30.2 
29.9 92.5 28.6 7 Household Equipment ........ 45.5 18.8 18.8% 21.6 
61.0 184.9 589 10 Investment Trusts ........... 89.5 25.4 25.4* 31.2 
52.3 170.0 61.5 8 Mail Order ....... Toescvcccees 96.3 40.3 40.3* 47.2 
62.4 142.5 509 39 Petroleum & Natural Gas...... 69,2 28.7 28.7* 32.6 
"2 175.2 96.8 $8 Phono, & Radio (1927—100)... 68.8 19,7 19.7% 23,8 
150.4 .0 141.1 20 Public Utilities .............. 196.8 87.5 87.5* 101.4 
57.8 115.4 655.5 10 Railroad Equipment .......... 73.1 28.1 28.1* 34,8 
69.8 1445 67.1 338 Railroads .........ssseesevee + 884 84.7 $4.7* 41,9 
81.9 163.1 78.9 B  Restaufdute ....-ccccvccccses 100.7 = 48.7 48,.7* 62.0 
28.9 88.8 9 5 SES Rr a 88.0 11.0 11.0* 12.9 
160.4 246.5 150.8 2 Soft Drinks (1926—100) ...... 183.4 92.6 92.6* 104.1 
63.6 14656 ° 61.4 13 Steel & Iron ...........eeeee. 92.8 81.4 $1.4* 36.8 
12, 45.1 12.2 6 BUSSE 2. cc cccccccccccstvccosos 18.9 8.8 8.8* 10.1 
170.8 268.7 163.0 eerie 218.0 689.6 89.6* 99.8 
4 177.2 92.6 8 Telephone & Telegraph ....... 132.4 71.1 71.1* 78,2 
23.7 70.6 21.1 CO TERN. io sctiecsicccccecs oe 46.0 16.5 16.5* 22.6 
10.9 39.0 10.9 7 Tires & Rubber .... - 16.8 5.3 5.8* 6.0 
59.3 107.3 57.5 9 bo ee - 78.6 47.0 47.0% 656.4 
67.2 108.5 63.2 5 WR aidan eicais 86.1 80.4 30.4* 40.0 
68.5 88.7 66.5 2 Variety Stores ........ cocccee 880 55.1 55.1* 62.9 


* New low record since 1928, 


MAGAZINE of WALL STREET'S 
Common Stock Paice INDEX 
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308 STOCKS—H. 166.0 1109.2 


COMBINED AVERAGE 


39 RAILROADS —H. 148.9 L119.5 
40 RAILROADS —H. 169.5 1.1208 











(An unweighted index of weekly closing prices; compensated for stock dividends, rights, 
and splitups; and covering about 90% of the total transactions in all Common Stocks listed 
on the New York Steck Exchange.) 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 
interested or on the standing and reliability of your broker. This service in conjunction with your sub- 
scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 








AMERICAN TOBACCO CO. 


I have 100 shares of American Tobacco 
Co. “B” stock purchased above 100. I 
note that sales of both cigarette and “Bull 
Durham” have increased. The stock does 
not seem to respond very readily and I 
would like to know why. Do you advise 
me to continue to hold for a while longer? 
Is any dividend change in prospect?—H. 
D. O., Baltimore, Md. 


Current indications are that operat- 
ing results of practically all of the di- 
visions of American Tobacco Co. are 
running ahead of those accomplished 
a year ago. The company has concen- 
trated its advertising efforts more or 
less on “Lucky Strike” cigarettes, 
“Cremo” cigars and more recently 
“Bull Durham” smoking tobacco. It 
is reported that in all three instances, 
large gains in output have been regis- 
tered thus far in 1931 with favorable 
prospects for the continuance of the 
upward trend throughout the balance 
of the year, at least. Moreover, as a 
result of extensive sales promotion, the 
company’s English subsidiary, A. Wix 
& Sons, Ltd., has considerably im- 
proved its standing among the cigar- 
ette companies of that country. Its 
principal product “Kensitas” cigarette 
now ranks as the third largest selling 
cigarette in Great Britain, with favor- 
able prospects for further improve- 
ment during ensuing years. In addi- 
tion sales of “Sweet Caporal,” “Lord 
Salisbury” and “Pall Mall” cigarettes 
and “Half and Half,” “Tuxedo” and 
“Blue Boar” smoking tobaccos are said 
to be running at satisfactory levels. 
In the light of the above conditions, it 
is not unreasonable to assume that full 
1931 returns will exceed those regis- 


tered last year, when net income 
amounted to $8.56 a share on the 4,- 
687,054 combined common and com- 
mon B shares outstanding. In view 
of the company’s leading position in 
the tobacco industry, capable manage- 
ment and strong financial condition, 
continued growth of earnings during 
ensuing years is likely. We therefore 
caution investors against needless 
liquidation of present holdings, despite 
the irregularities in quotations that 
are likely to be witnessed during the 
early future. 


CONTINENTAL CAN CO., INC. 


I wish you would tell me what is the 
matter with Continental Can Co. I read 
where several of its plants are running 
day and night to keep up with orders, its 
stock has quite a large daily volume, it 
ytelds over 6% and yet it stays right 
around its low for the year. I have 200 
shares purchased at 55 and have about 
come to the conclusion that it would be 
better to sell my stock. Will you give me 
~~ opinion?—F. -R. K., Charleston, 

~ Ve 


The Continental Can Co. is the sec- 
ond largest producer of metal contain- 
ers with operations well diversified. 
Earnings formerly were derived chiefly 
from the fruit and vegetable packing 
industries and this consequently caused 
wide variations in profits. These 
fluctuations in income have largely 
been overcome by development of new 
uses for metal containers and by ex- 
pansion of operations geographically. 
Despite unfavorable business condi- 
tions, earnings of Continental Can Co. 
last year compared favorably with 


1929 results, per share figures being 
$5.04 and $5.02 respectively. The 
company ordinarily publishes only 
annual earnings statements, but the 
president of Continental Can recently 
was quoted as stating that the net 
profit of the company, for the first 
eight months of the current year was 
equivalent to the annual dividend re- 
quirements of $2.50 a share. He 
added that operations for the remain- 
ing four months of the year would de- 
pend to a large extent upon the size 
of the tomato and other late canning 
crops which normally could be ex- 
pected to add substantially to earnings. 
Operations of the company have been 


_stepped up considerably of late to fur- 


nish tin containers for the tomato and 
corn packs and a number of the plants 
are running day and night shifts. 
Continental Can is in a strong finan- 
cial position and prospects over the 
longer term are ‘favorable. Current 
quotations appear to fully reflect the 
unsatisfactory business and market con- 
ditions prevailing, arid we see no rea- 
son for sacrificing at this time. 


VIRGINIA-CAROLINA 
CHEMICAL CORP. 


Virginia-Carolina Chemical appears to 
be selling at a ridiculously low price. Can 
you tell me anything of the stock and 
whether it is a good speculation?—A. R. 
R., Memphis, Tenn, 


The Virginia-Carolina Chemical 
Corp. was formed in 1926 and is the 
successor, through reorganization, to the 
Virgnia-Carolina Chemical Co. The 
company operates 35 manufacturing 


When Quick Service Is Required Send Us Prepaid a 
~~ Telegram and Instruct Us to Reply Collect 
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plants, located in Virginia, North and 
South Carolina, Georgia, Florida, Ala- 
bama, Ohio, Tennessee, Louisiana and 


Indiana. Operations for the fiscal year’ 


which ended June 30, 1931, showed a 
loss of $369,606 as compared with a 
net profit of $1,407,003 a year earlier. 
Since that time the company has re- 
duced operating expenses considerably. 
Current assets at the close of June, 
1931, totalled $18,594,496 of which 
$7,056,072 was in cash as against cur- 
rent liabilities of but $259,147. Com- 
petition in the fertilizer industry is ex- 
ceedingly keen and this, together with 
a decline of about 20% in sales, con- 
tributed to the poor showing in the 
past fiscal year. Dividends on the 7% 
cumulative prior preferred shares have 
been paid regularly, although the pay- 
ments cannot be considered secure, as 
an exceptionally high yield now is of- 
fered. No dividends are being paid 
currently on the 6% participating pre- 
ferred shares and there are heavy ac- 
cumulations on the issue. Payments 
have never been made on the junior 
issue and none are in early prospect. 
The outlook over the near term is not 
promising and we believe that the con- 
servative investor should avoid the 
common shares. 





EASTMAN KODAK CoO. 


Sales and earnings of the .Eastman 
Kodak Co. appear to hold up fairly well 
as compared to last year and yet their 
stock is away below its 1930 low and not 
far from its 1931 low. Can you explain 
this wide difference? Is there some spe- 
cial situation that I am not familiar with 
that is causing the stock to lag? Is the 
foreign business holding up? What do 
you advise me to do as I have 200 shares 
purchased far above present levels?—H. 
H. K., New York, N. Y. 


The Eastman Kodak Co. is the 
world’s leader in the manufacture and 
sale of photographic apparatus, includ- 
ing color and sound devises. In addi- 
tion to the central plant in Rochester, 
New York, the company has branches 
in England, France, Germany, Hun- 
gary and Australia. Operations of 
Eastman Kodak are well diversified 
and the company’s research depart- 
ment is constantly developing new 
products. Among the products re- 
cently introduced are portable movie 
cameras, colored talking films, home 
movie cameras and an ultra-sensitive 
camera film. The company recently 
completed one of the largest acetate 
yarn plants in the United States, lo- 
cated in Kingsport, Tenn. The plant 
will have a capacity of about 2,500,- 
000 pounds of acetate rayon a year. 
Earnings of the company in 1930 were 
equivalent to $8.84 per share, a de- 
cline of only 7% from the $9.57 
earned in the previous year. Sales of 

(Please turn to page 866) 
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Back for more/ 


With telephones as with any- 
thing else, the public will not 
double its use unless it is getting 
ample money’s worth. Long 
distance calls have nearly doubled 
in five years largely because the 
Bell System has steadily increased 
the value delivered — reducing 
rates, speeding up connections, 
improving transmission. 

The average time taken to put 
through a long distance call was 
cut from eight minutes to two. 
Progress like this was made only 


by incessant study to develop 
better apparatus and operating 
methods. 

This constant betterment is the 
direct concern of the telephone 
investor as.well as the subscriber. 
It is an outward sign that funds, 
invested in plant each year by the 
Bell System, are well employed. 
It is an assurance that the System 
is ready for still greater oppor- 
tunities of service and growth. 

May we send you a copy of our 
booklet, “Some Financial Facts’’? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 


Moma 
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Dividends and Interest 


























The West Penn 


Electric Company 
NOTICE OF DIVIDENDS 


The Board of Directors has declared 
the regular quarterly dividends of one 
and uarters per cent. (134%) 
upon the Cumulative Preferred | 





Stock, and o! - = 7. ood — 

1 u e° ‘umulative Pre- 
ier dock of The West Penn Electric | 
Com; , for the quarter —s No- 
vember 15, 1931, both payable on 
November 16, 1931, to stockholders of 
record at the close of business on Octo- 
ber 20, 1931. 


























GENERAL MILLS, INC. 


% COMMON 
STOCK 
DIVIDEND 





September 29, 1931. 

Directors of General Mills, Inc., announce 
declaration of regular quarterly dividend of 
seventy-five cents per share upon common stock 
of the company payable November 1, 1981 to 
all common stockholders of record at the close 
of business October 15, 1931. Checks will be 
mailed, Transfer books will not be closed. 


(Signed) K. HB. HUMPHRDEY, 
Treasurer, 


Gop Mena Frour 
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Oda Lots 


Experienced investors know 
the value of diversifying their 
security holdings into va- 
rious classes of seasoned high 
grade issues. 


The conservative new in- 
vestor will want to know the 
many advantages offered to 
both large and s - 
vestors in purchasin Odd 
Lots of sound securities. 


We have prepared an inter- 


esting booklet which explains 
trading procedure and our 
requirements, 


Ask for M. W. 496 


100 Share Lots 


John Muir&@ 


New vou “Sreck Exehange 


39 Broadway New York 
Branch Offices 
11 W. 42d St. 41 E. 42d St. 




















How Much 


have the Owners 


Put In? 


48% owned—52% loaned—the 
book value of Associated Gas 
and Electric Company parent 
company equity balances almost 
exactly parent company debt. 


This compares very favorably 
with 15 other leading compa- 
nies which average only 32.4% 
owned and 67.6% loaned. 


The strong equity position of 
the Associated Company adds 
to the investment value of its 
bonds now available at attrac- 
tive yields. 


For a copy of the comparison 


write for Folder K-12. 


General Utility Securities 
Incorporated 


New York City 


61 Broadway 

















UTILITY 
SECURITIES 
COMPANY 


230 So. La Salle Sc., CHICAGO 
Detroit Tulsa San Francisco 


Kansas Ci Cleveland Los Angeles 
Indianapolis aitaneapolis St. Louis 
Milwaukee Louisville Des Moines 


Utility Securities Corporation 


New York Boston Weshingion ea a 











New York Stock Exchange 








1929 1980 1931 
A ‘High Low High low ‘High Low 
BAIGOR co ccccccccccccoccccseecs 298% 196% % 168 208% 97% 
Sh Es. wennsentnseoeneccssese 104% 99 108% 100 108% 91 
Atlantic Coast Line ............- 209% 161 175% 964% 20 59 
B 
Baltimore & Ohio .........-++++. 145% 105 122% 55% 295% 84% 
Bangor & Aroostook ..........-- 90% 55 841, 50% 66 26 
a _—— Transit .... 81% 40 18% 55% 69 81% 
> ee pe eeeee 5, 164%, 98% 83 4, 61% 
Cc 
Canadian a 2 ary 265% 185 52% 35% 58 18% 
eg DUED eb ndensocesnee 279% 160 51% 82% 464% 23% 
Co. M. & &t. pel’ & Pacific...... 44% 16 26% 4% 8% 2 
DD FAs J camhasksbnrsrecccccece 685% 28% 46% 1% 16% 3% 
Chicago & Northwestern ........ 108% 15 89% % 45% 14 
Chicago, Rock Is. & Pacific...... 148% 101 126% 45% 65% 20 
D 4 
Delaware & Hudson ............ 226 141% 181 130% 157% 98 
Delaware, Lack. & Western...... 169% 120% 163 69% 102 29% 
E 
o Mle 00h edtnnddccsgeccoce 98% 41% 68% 22% 39% 10 
PIII co ca daicosacssnsse 66, 5BK%HSC«iTG_C‘“‘ RT se oisnt 
G 
Great Northern Pfd. ............ 128% 85% 102 51 69%, 20 
z 
Hudson & — enables etek 58% 3414 53% 84% 44, 27 
Titinoie Comtral .....0..cscsccees 153% 116 186% 65% 89 28% 
Susedieonas Rapid Transit...... 68% 15 89% 20% 34 1% 
E 
thas Oy Powthers ....00cccee 108% 60 85% 84 45 8% 
BD Bile svcveesscstcacccccece 10% 63 70 53 64 
L 
Lehigh Valley ...cccsccccccccees 102% 65 84% 4 61 17% 
Louisville & Nashville .......... 154% 110 188% 84 111 40 
NM 
Mo., Kansas & Texas ........... 65% 27% 6B% 14% 26%, 5% 
DS ML sp cSenedes ones so 00den 107% 93% 108% 60 18 
—— PORES ecccccaceescccce 101% 46 984%, 20% 42%, 10 
a. Ghavbawaticniucsset oy 149 105 145% 19 107 24 
N 
New York Central .............. 256% 160 192% 105% 182% 495% 
N. Y¥., Chic. & St, Louis.......... 192% 110 144 73 88 10% 
. Y,, NM. MH, & Hartford........ 182% 80% 128% 67% 94% 30% 
Norfolk & Western ............. 191 265 181% 217 112 
Northern Pacific ........-.-ss+0s 118% 15% 97 42% 60% 19% 
ED: 56 canedseteees cease 110 12% 86% 53 64 29% 
Pittsburgh & W. Va. ........... 148% 90 121% 48% 86 16 
R 
Ske bababhestocdercccsse 147% 101% 141% 73 97% 45 
Do ist ____ RPS eer ares 50 41% 60% 44% 46 36% 
8 ‘ 
St. Louis-San Fran.............. 183% 101 118% 89% 68% 6% 
St. Louis-Southwestern........... 115% 50 76%, 18 338% 7 
= 1 9% 12% % 1% % 
16% 28 % 2% % 
105 127 88 109% 45 
109 136% 461, 65% 14% 
Ts Usuwbbstsse0snecscees 100 93 101 16 83 
IE ininicnn<assse+i0ss 297% 200 22% 166% 205% » 98% 
DU cubwabens <50ss0t540908 85% 80 88% 82% 87 0 
REED . “A caseenys #03 d0% 005005000 81% 40 67% 11% 76 5 
a” Ree 104% 82 89% 39 51 10 
Western Maryland .....+.+--0+- 54 10 36 10 195% 5 
OS >. eee 53% 14% 38 11% 5% 
Western Pacific ................ 41% 15 3% TM 14% 3% 
Wels peseannshsscabensenes 67% 87% 58% 23 31% 6% 











1980 1931 
High Low High Low 
37% 14% 28% 7 

156% 87% 109% 52 
35% 5% 218% 8% 
343 170%, 188% 68 
68 31% 4% 14 
54% 30 38 21% 
156% 104% 129% 71% 
82% %% 38% 9 
101% 2 51 10% 
41% 2% 81 10% 
55% @8©=-:16 26 6 
45 2% 48% 16 
119% 936% 64% 14% 
39% 165 21% 7 
100% 28 37% 10 
79% 37% 658% 19% 
52% 223% 31% 1% 
55% 36% 48% 936 
0% 39% $4% 
974% 170% 201% 121% 
197 98% 198% 71% 
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Price Range of Active Stocks 


INDUSTRIALS AND MISCELLANEOUS (Continued ) 


















1929 1980 1931 Last Div'd 
os A ~~ = A ~ — ‘ Sale $ Per 
A High Low High low High Low 10/7/81 Share 
Anaconda Copper Mining ........ 140 6714 81% 25 43% 12% 4% ~~. 
Arnold-Constable Corp. ........+. 40% by 18% 8% 9 8% t4 
Assoc. Dry Goods .....sccccccees 70% 25 50% 19 295% 9% 11% 1 
Atlantic Refining .........0+.... 11% 30 51% 16% 23% 9% 11% 1 
Beburn BBeo ..ccscvccsesccgncss 514 120 263% 60% 295% 84% 97 4 
B 
Baldwin Loco. Works........... 665% 16 38 19% 27% 6% 8 o- 
Barnsdall Corp. Cl. A.........0-. 49, 20 34 8% 14% 4% 5% os 
Beech Nut Packing ..........0-. 101 45 10% 46% 62 87% 40% 8 
Bendix Aviation .,......+.. aie: ne 25 57% 14% 25% 12% 15% 1 
eS NS a peers 60% 25 56% 80% 46% 24% 27 2 
Bethlehem Steel Corp..........+- 140% 78% 110% 47% 10% 24, 26% 2 
Bohn Aluminum .......+e.seeee 186% 87 69 15% 43 20% 25% 1% 
Borden Company ......cesecececs 100% 53 90% 60% 16% 87 44% 3 
Borg-Warner .....- .+. 886% 26 50% 15 80% 9% 12 1 
DEES TRIE. cevicrccee ‘ 638% 84 25% 12% 22% 8% 10 1% 
Burroughs Adding Mac’ «+. 96% 29 51% 18% $2% 10 11% 1% 
Byers & Co. (A. BM.) ....ccosecee 192% 50 112% 38% 69% 12% 16 oe 
0 
California Packing .........0+..- 68% 1%, aly 58 18% 14% f 
Calumet & Hecla ..... be 25 88% ™% 11% 8% 8% oe 
Canada Dry Ginger Ale 45 15% 30% 45 4 17 8 
ES ae 180 362% 83% 181% 83% 88% .. 
Caterpillar Tractor . : 50% 79% 22 52% "% 14% 8 
Cerro de Pasco Copper 52% 65% 21 80% 9% 13 1 
Chesapeake Corp, ........++ cooie Se 42% 88% 38% | 54% 14% 20 8 
WEE OG, cceccipsevocsccspueses 156% 44Y, 67% 22% 83% 8 ) es 
ETVSIOT. "OREDS 53s pig o'0.se0 conse 185 26 48 14% 25% 11% 18% 1 
oO Oar er eee rrr eree 154% 101 191% 188% 170 97% 108% 1% 
Colgate-Palmolive-Peet .......... 90 40 4% 44 50% 28 83 2% 
Colorado Fue) & Iron.......e..00- 781%, 27%, 17 18% 82% 8% 9 +: 
Columbian Carbon ...........e08 344 105 199 65% 111% 33 89 4 
Colum. Gas & Electric........... 140 52 87 80% 45% 16% 19 1% 
Commercial Credit ....... 625% 18 40% 15% 23% 8 10% 1.60 
Commercial Solvent .... ces. Ln 20% 38 14 21% 9% 10% 1 
Commonwealth Southern ace rk 10 20% 1% 12 4% 5 40 
Consolidated Gas of N. Y. ...... 188Y, 80% 186% 78% 109% 61 68% 4 
Continental Baking Cl. A........ 90 251% 52% 16%, 30 5% 6% +. 
Continental Can, Inc, .......+6+. 92 40% 15% 48y, 62% 31% 86% 2% 
DOMtINGNGR ON ccc tccsdecwrece 47% 48 30% 1% 12 5 6 ae 
Corn Products Refining ......... 126% 70 111% 65 86% 86% 42% 8 
Crocihle Steel of Amer.......... 121% 71 985% 50% 63 22 23% os 
Ondahy Packing .......cccocccves 67% 86 48 38% 48% 29 31% a 
Curtis Publishing .........cccces 182 100 126% 85 100 35 39 4 
Curtiss Wrieht. Common ........ 30% 6% 14% 1% 5% 1% 2 os 
Curtiss Wright. A ......sccceces 87% 18% 19% 8 8% 2% 25% 
D 
Davison Chemical ..........000. 69% 21% 438% 10 23 4 55% 
OR: MS ic ts annnh oxen nis 126% 69 87% 87% 78% 42% 48% . 4 
Du Pont de Nemours ............ 231 80 145% 80% 107 53% 56 4 
E 
Fastman Kodak Co ......see00e 264% 150 265%, 142% 185% 93 101% 8 
Eaton Axle & Snvring..........-. 16%, 18 87% 11% 21% ™% 9 1 
Electric Auto Lite .......e.see.. 174 50 114% 33 14% 20 25 4& 
Elec, Power & Light............ 865% 29% 108% 34% 60% 16% 20% 1 
Elec, Storage Battery ........... 104% 55 79% 41% 66 29 314% 4 
Endicott-Johnson Corp. ........-. 88% 49% 59% 36% 45% 30 83% 3 
F 
Firestone Tire & Rubber........ 37 24% 83% 15% 21% 18 14% 1 
First National Stores ........... 90 44, 61% 885, 63 41 48% 2% 
Weeter WOOT cen cccsccceepeece 95 $3 104% 87% 64% 10% 12% 1 
Me PANES Devic ca 0 00.6000 gavee's 105% 19% 57% 16% 88% 5: 6% 2% 
Weeepert FORAS Gd... cceccigecese 54% 233, 55% 24% 43 18% 16% 3 
G 
General Amer. Tank Car......... 128% 15 111% 63% 13, 38% 44, 4 
MONOIR) DONOES 6odc0s cccvdacess 94% 42y, 11% 22% 47 9% 19% 2 
Genera) Electrio ......ccsccccees 408 168% 95% 41% 54% 245% 28% 1,60 
General FOods ...ccsoccccccscecs 81% 85 61% 44% 56 30% 85 8 
General Ws 2.0... ccccscceccece 891% 50 59% 40% 650 $2 88% 3 
General Motors Corp.... a 91% 833% 644, 31% 48 22% 24 8 
General Railway Signal 126% 70 106% 56 Ray 22% 30 5 
Genera) Refractories . 88% 50 39 57% 15 18 3 
Gillette Safety Razor 148 106% 18 88% 9% 11 
Gold Dust Corp. ..... 82 31% 47% 29 42¥%, 18 20% 2% 
Goodrich Co. (B. F.) . - 105% 38% 58% 15% 20% 5 6 oa 
Goodyear Tire & Rubber eaiielaa viele 154% 60 96% 85% 52% 16 22 8 
Granby Consol. Min., Smelt. & Pr. 102% 46% 59% 12 225% 5% 6% 1 
O80. TMI, oc ncccccecstqenesses 32% 9% 20% 10 18% 7 10 
Great Western Sugar ..........-. 44 28 34% 4 11% 5% 6% 
Gulf States Steel ..............- 79 42 80 15 37% 6 +7 
H 
Hershey Chocolate ......0+.++00+ 148% 45 109 70 108% 11% 76 5 
Houston Oi] of Texas ........+.. 109 26 116% 29%, 68% 19 22 “s 
Hudson Motor Oar .........ceses 92% 88 62% 18 26 1% 9% 1 
Bopp Meter ORF oo. .cccecssccces 82 18 265% ™% 18% 8% a es 
I 
NO RIE, ssicnnonnst sor sesnve 118 1 98 58 71 26% 29% 22% 
Inter. Business Machines........ 255 109 ie 131 179% 92 108% 6 
Er er poveve 102% 48 15 49% 62% 17 17% 4 
Inter. Harvester .........ccccece 142 65 115% 45% en, 22% 25 2% 
Wet, DRGON POs seds ccsavessvane 102% 47 92 521% 13% 19 24% 4 
ak. ee ee 12% 25 44% 12% 2% 1% 85% 40 
Inter, Paner & Power “A” ...... 112 57 31% 5% 10% 2 2% ae 
ee. ee ee 149% 53 17% 17% 38% 138% 15% 1 
Rf 
BNO) TRE, oso cave csbcibaaey ss 8414 45 66% 87 57% 24 28 4 
Johns- Manvitis ‘i esessaeobe veces 242% 90 148% 48%, 80% $1 87 8 
E 
Kennecott Copper .......2seesees 104% 49% 62% 20% 81% 10% 11% 1 
Kresge Co. (B. 8.) .s.ccseesceees 57% 28 86% 26% 20% 19 20% 1.60 


OCTOBER 17, 1931 








NO LOSS eee 
NO WORRY... 





Twelve billion, four hundred 
million dollars is a colossal sum. 
Yet, this represents the decline 
in market price of New York 
Exchange stocks for September 
alone. 

Investors in the Profit Sharin 
Bonds of CREDIT SERVICE 
INC. have suffered no loss or 
worry throughout this entire 
depression. If cash is desired, 
after one year from purchase, 
there is always a firm market at 
$100—less 2% brokerage. 


In 8% years, these secur- 
ities have returned a total 
of 85% in interest and prof- 
it sharing. Do you know of 
a better investment ? Write 


for full details. 














CREDIT SERVICE 
ASSOCIATES, Inc. 











Graybar Bldg. New York | 
NAME 
ADDRESS 

M.W. 10-77-31 

















E extend the facilities of our 

orgenization to those desiring 

information or reports on companies 
with which we are identified. 





Electric Bond and 
Share Company 


Two Rector Street 
New York 














SS —EEE 
The 
NATIONAL GROUP 


NATIONAL 
ELECTRIC POWER COMPANY 


NATIONAL 
PUBLIC SERVICE CORPORATION 


* 
cA part of the 


MIDDLE WEST UTILITIES SYSTEM 
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Tue Bacue REVIEW 


Facts and Opinions Condensed 


Readers of the Review are in- 
vited to avail themselves of 
our facilities for information 
and advice on stocks and 
bonds, and their inquiries will 
receive our careful attention, 
without obligation to the cor- 
respondent. In writing please 
mention The Bache Review. 


Sent for three months, without charge 


J. S. BACHE & Co. 


Members New York Stock Exchange 
42 Broadway New York 
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Large or Small Orders 
executed with the same courtesy 
and careful attention. We have a 
special department for Odd Lots 

{10 share orders accepted on margin} 

Helpful booklet MG on Trading 
Methods sent free on request 


(HjsHoim @ (HaPMAN 


Members New York Stock Exchange 
Members New York Curb —. 
52 Broadway ork 














Colorado 











6% 
on Savings 


Save as you can. Enjoy the protection and 
liberal income offered by Colorade’s Largest 
Guarantee Capital Association. Sound. Con- 
servative. State Supervised. 

PASS BOK ACCOUNTS som deposits of 
varying sums from time to time, as desired. 
CERTIFICATES in bond form are Issued for 
lump sum investments. 

Owned by investors in 46 states and 11 
foreign countries. 

Write today, now, for folder S 16 
a withdra: and other privi- 
eges. 


SILVER STATE 


Building and Loan Association 


1044 Welton Street : Denver, Colorado 











New York 
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~) 
Saving systematically is 
Son why so many people are 
ially successful. You too can 
get che hebic of saving regularly 
by subacriiag to dur monthly in 
Staliment “re Write for descriptive 
¢ nmid ¢ 


creatine 


mvInce yours< It 


ERIAL BUILDING LOAN oe. 
SAVINGS IMSTETUTIO 
* y 





See eee 





New York Stock Exchange 
Price Range of ActiveStocks 


INDUSTRIALS AND MISCELLANEOUS (Continued ) 














1929 1980 1981 Last  Div’d 
ae on —, c A a) ca Sale $ Per 
K High Low High Low High Low 10/7/31 Share 
Kreuger & Toll .........-++-.0++ 46% 22% 85% 20% 27% 5% 6% 1.61 
Kroger Grocery & Baking........ 122% 38% 48% 17% 35% 18 * 20% 1 
L 
Lambert & Co. ..........eeeeeee 157% 80% 1138 10% 87% 40% 50% 8 
Lohp & Flak ......0..ccccccceee 6814 28 86 21 84% 18% 21 3 
Liggett & Myers Tob. B......... 106 80% 114% 18% 91 89 61 5 
Liquid Carbonic ................- 118% 40 81% 39 55% 15% 17 2 
SO Mes ceecess ons ssnensee 841% 82 95% 41% 68% 27% 38 3 
Loose-Wiles Biscuit ............. 88% 89% 10% 40% 54% 35% 88 3 
PEL ECE ceAimast ss sae aves 31% 14% 28% 8% 21% 10 11% 2 
eS Se PPE eee 114% 55% 88% 835% 43% 15% 18% 2 
OO Saar 255% 110 159% 81% 106% 53 3 
Mi SNP 3 2 bis pas ae aewee 85 52% 19% 27% ™ 8 1 
Marine Midland ...............- vs 82% 17% 244% 12% 14% 1.20 
Mathieson Alkali ............... 72 29 51% 80% 81% 14% 17% 2 
May Dept. Stores .............-. 108% 45% 61% 27% 89 24% 26 2% 
MoKeesport Tin Plate .........-. 82 64 89% 61 103% 88% 42. a 
Mont, Ward & Co...........+08- 156% 425% 49% 15% 29% 8% ll 
N 
Sree rere 118% 40 58% 21% 40% 15% 18 4 
National Biscuit ................ 236% 140 93 685% 83% 87% 45% 2.80 
National Cash Register A........ 148% 59 831% 27% 89% 15 17 1% 
National Dairy Prod............. 86% 36 62 35 50% 20% 25% 2.60 
PRETEEN 5.4555 55000060400 310 129% 189% 114 182 84% 83 5 
National Power & Light......... 71% 23 58% 80 44 14% 16% 1 
North American Co.............. 186% 661, 182% 57% 90% 26 838%, §10% 
° 
Dele MBUREEE ow ive scccccvcscces 55 22% 80% 48% 58% 20% 23% 2% 
SN NL ORs op hs5045 p50 5 000n0088 55 224 88% 9% 16% 3% 4 7 
P 
Pacific Gas & Electric .......... 98% 42 14% 40% 54% 295% 83 2 
Pacific Lighting ................ 58% 107% 46 69% 35 88% 
Packard Motor Car 821% 13 23% 1% 11% 4 4% .40 
Paramount Publix ae 35 11% 84% 50% 10% 12%, 1.62% 
Penney (J. C.) .....- . 66 80 27% 44% 28% 31% 2.40 
Phillips Petroleum . 47 24% 44% 11% 16% 4% 5% me 
Prairie Oil & Gas . 40% 54 11% 20% 5% 6 = 
Prairie Pipe Line . ‘ 45 16% 26% 1% 7 as 
Procter & Gamble “ae 43% 18% 525% 1% 89% 46% 2.40 
Public Service of N. J. ......... 187% 54 123% 65 96% 51% 59% 3.40 
oe i nba tea dence cuss 99% 73 893% 47 58% 22 24 4 
piwik benih on shaass6en's 80% 20 27% 1% 11% 5 5% fi 
Purity oBakerics ER Pr 1485 55 88% 86 55% 12% 14% 3 
R 
Radio Corp. of America......... 114% 26 69% 11% 27% 10% 12% 
Radio-Keith-Orpheum ........... 46% 12 50 14% 24% 6% 8 
Remington-Rand ............. oe 20% 46% 144% 19% rt 4% 
Pree ree 146% 62% 19% 10% 25% 5% 6% ks 
Reynolds (R. 4 Zeb. G. B..... 66 39 58% 40 54% 85% 88% 8 
GE THER, cence sds ciccecevecs. 64 48% 56% 86% 42% 18% 18% 2.28 
rs 
eee 195% 90% 122% 38% 691% 88% 46% 5 
Sears, Roebuck & Co............ 181 80 100% 43% 63% 31 87% 2% 
Shell Union Oil ........+eeeeeees 31% 19 251% 5% 10% 8% 4 + 
INNLMIAS : 0 0055.00.00 000000 188 59% 94% 11 23% 8% 10% 
Sinclair Consol. Oil Corp......... 45 21 32 9% 15% 5% 6% 
Cay OM Ceri sci. cccccccccccs 4614 28 42 10% 12% 8% 4 
Socony-Vacuum Corp. . a Ae a ne 21 12% 3% 1,60 
So. Cal. Edison ......... -- 98% 45% 12 40% 54% 28% 32% 
Standard Brands ...... 44%, 20 29% 14% 10% 12% 14% 1,20 
Standard Gas & Elec. Co. ae % 1314 129% 538% 88% 29% 32% 8% 
Standard Oil of Calif..... os Jae 51% 15 42% 51% 28% 80% 2% 
Standard Oil of N. J bece 48 84% 43% 52%, 28, 30% 2 
Stewart-Warner Speedometer .... 177 30 47 14% 21% 4% 6% * 
Stone & Webster ..........++55. 201% 64 113% 87% 54% 138% 15% 2 
Studebaker Corp. ......ccscscoes 98 88%, 47% 18% 26 - 9 10% 1,20 
- 
OO RRS Peer eps 11% 50 60% 28% 86% 15 17% 2 
Texas Guif Sulphur ............. 85% 421, 67% 40Y% 55% 20% 23% 8 
Tide Water Assoc. Oil.......... 23% 10 17% 5% 9 8% 8% m4 
Timken Roller Bearing.......... 139% 58% 89% 40% 59 19% 22% 2 
Uv 
Underwood-Elliott-Fisher ........ 181% 82 138 49 15% 241% 80% 4 
Union Carbide & Carbon......... 140 59 106% 52% 72 271% 32% 2.60 
United Aircraft & Trans......... 162 31 99 18% 88% 12% 14% pe 
TIE, scctausagedecbesees 15% 19 52 18% 81% 10% 12% 75 
United + en eS Kaes ss DCSEEN wees 158% 99 105 46% 67% 284% 82 
ere 59% 22 49% 244, 87% 19% 22 1,20 
v. 8. Industrial Alcohol ........ 24356 95 139% 50% 17% 20% 22 ee 
U, &. Pipe & Fahy... .ccsesssces. 55% 12 88% 18% 87% 11 13% 2 
eS ee ee 119% 50% 15% 25 36% 9 ll 1 
NS eae 65 15 35 11 20% 5% 6%... 
U. 8. Smelting, Ref. & Mining.. 72% 29% 86% 17% 2554 12% 14% 1 
ee eee 261% 150 198% 184% 152% 62% 67% 4 
Vanadium Corp. ..........5...+5 116% 87% 148% 44% 16%, 18% 16% 
w : 
Warner Brothers Pictures....... 64% 80 80% 9% 20% 4% 6% 
Western Union Tel.............. 272% 155 210% 122% 150% 871% 98 8 
Westinghouse Air Brake ........ 67% 26% 52 81% 86% 16 17% 2 
Westinghouse Elec, & Mfg..:.... 292% 100 . 201% 88% 107% 391% 441, 2% 
SURO OEE Kp.c.dxcs50ci0sececceve 538% 27% 43 2154 26% ™% ™ +: 
Woolworth Co. (F. W.) ........ 108% 524%, 12% 51% 12% 42% 481, 2.40 
Worthington P»mp & Mach...... 187% 43 169 47 106% 20 2234 : 
t 4 
Youngstown Sheet & Tube....... 143 91 150% 69% 78 19 21% 


t Bid Price, § Payable in stock. 
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Securities Analyzed, Rated and 
Mentioned in This Issue uaranty irust Company 
INDUSTRIALS 
American Tobacco Co0js sc6000scccees 860 of W k 
Beech-Nut Packing Co............00. 852 € or 
EC IOROS occa culsg cles sboxicnw eas eeens 849 
ESRI RAPD LN 849 140 Broadway 
CACO, ccna san eods o2a60ene% 852 
Colgate-Pal Cr C=; 853 LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 
Continental Can Co., Inc............. 860 
Cream of Wheat Corp.......csscccse 853 
RAGA ROA 150i5.0.0:05's's sc dbeesea ce 861 Condensed Statement, September 30, 1931 
First National. Stores.........ccec000 851 
Genetal) POGGE COPD. .s6:05c accesses 851 
iol “SOURE MOE o8 cdi tes 4% oe seb sere 866 RES R 
Hershey Chocolate Corp............- 850 OURCES 
RVGTal Gy AAONOOtt 1255555205. 00s0 seen 849 Cash on Hand, in Federal Reserve Bank 
Loose-Wiles Biscuit Co.............. 850 and due from Banks and Bankers............... $ 350,183,511.56 
Shattuck. (Schrantes): ss2.e%%<eece< 849 U. S. Government Bonds and Certificates............ 333,449,818.01 
Thompson, J. Phe siete hers wieiaid iv xctaeee ie 849 PRCT CSIRO. © 4 iors cvs'e Ko. 00hs cbine 40s £08 e lee awe 40,489,515.35 
Union Carbide & Carbon Co......... 867 Stock of the Federal Reserve Bank................. 7,800,000.00 
Virginia-Carolina Chemical Corp..... 860 NN a icths Sears as.ceuns (ahaa seebkmate’s 37,722,809.53 
IVAIUGIE 5 dsc ck seuss aa ends ore kGe 8% 849 q 
Loans) ene Bills Purchased: .<,.0% 600s 000scsevieeeies 831,796,256.10 
RAILROADS Real Estate Bonds and Mortgages...........e.seeee0. 1,168,876.07 
Atchison, Topeka & Santa Fe........ 844 Items in Transit with Foreign Branches.............. 9,642,504.34 
New York, New Haven & Hartford Credits Granted on Acceptances...........0ecee00% * 79,756,335.51 
RR. onc cccccceccceccseccccnescecs SI PRS LTCEUMEOS 2 7s'10). 60! 9601S 4, 6.0 Wie eiw S 9ih 0 0 Glo WiECle eee 14,611,731.29 
Accrued Interest and Accounts Receivable........... 10,963,513.51 
MINING 
Cerro de Pasco Copper Corp......... 866 1 
igand Creek Goal G0..<. 664460060000 867 $1,717,584,871.27 
PUBLIC UTILITIES LIABILITIES 
meine cape anda seaatnetea™ SE iis ii eens vanpweesons $ 90,000,000.00 
Commonwealth & Southern Corp..... 846 Surplus PGT 7s <o:d's.a'e alata wiipirs ew ewes 170,000,000.00 
Consolidated Gas of N.Y..... oS it ial 834 Undivided Profits .......cccccseee. 38,454,590.33 
Electric Power & Light ............. 834 
international Tel. & Teli.s.ccsccccse 866 $ 298,454,590.33 
Louisville Gas & Electric............ 834 Accrued Interest, Miscellaneous Accounts Payable, 
National Power TAGs oi. sc csens 834 Rpearwe for Faces, “Otee oibcie eck 6b cw hs Cileest 8,688,206.35 
North American te eeeeceecccccccccs 834 Agreements to Repurchase Securities Sold........... 2,854,000.00 
Pacific Gas & Electric. Seen ere esaeie Se 834 rae IR ace ais "6s OH Gt ed Chalet ras  Gabes Goble, Laas 79,756,335.51 
Southern California Edison .......... 834 Liabili End, A d Forei ill 
Standard Gas & Electric.;......0s«. 834 iability as Endorser on Acceptances and Foreign Bills. . 47,089,685.81 
PPRIRU A thie Bish sie /o'sioolc Walere eee eke $1,223,445,462.36 
Outstanding Checks ............. 57,296,590.91 1,280,742,053.27 
$1,717,584,871.27 
Important Corporation 
Meetings 
Date of 
Company Specification Meeting ces 
American Tobacco Co., 
Com. & Com. “‘B’’ Div. 10-28 
Bendix Aviation Corp...Common Dividend 10-26 
Brooklyn Edison Co., Inc...Common Div. 10-27 M A R K E 4 S T A T I S T I C S 
Central R.R. of New Jersey...Com. Div. 10-22 Ww. Y. Times 
Coca Cola Co.......... Common Dividend 10-19 re 
Delaware & Hudson Co..... Common Div. 10-28 ppt Pet a tad Stocks——, 
raed Unie: Weicss.csscacdvans Directors 10-27 . — aa Hig’ low Sales 
Hudson & Manhattan R.R...Common Div. 10-22 | Monday, September 28 ........ 74.45 104.39 54.88 98.46 94,67 1,488,910 
International Silver Co..... Common Div, 10-28 Tuesday, September 29 ........ 73.70 99.80 53.59 95.53 90.54 2,904,698 
Kroger Grocery & Baking Co...Com, Div. 10-26 Wednesday, September 30...... 12.77 96.61 58.59 98.95 88.27 8,207,254 
Lehn & Fink Products.......... Directors 10-29 | Thursday, October 1 .......... 72.06 95.66 63.32 91.08 86.18 3,688,298 
McCrory Stores Corp., Cl. ‘‘A’’ & ‘‘B’’ Div. 10-29 Friday, Gctober 2 ............. 72.02 96.88 51.93 91,41 86.08 2,534,350 
National Biscuit Co....Pfd. & Com. Div. 10-20 | Saturday, October 3 .......... 72.19 92.77 49.71 88.37 84.95 1,029,490 
Norfolk & Western Ry. Co..... Com, Div. 10-27 Monday, October 5 ........... 71.04 86.48 45.68 84.47 19.07 3,191,670 
Puliman, IBC, 2. 2.ccssssccersee Directors 10-21 | Tuesday, October 6 ........... 71.94 99,84 50.68 90.65 80.29 4,300,674 
Studebaker Corp....... Pfd. & Com. Div. 10-27 Wednesday, October 7 ........ 12.49 97.32 50.12 93.31 87.14 2,822,948 
United States Steel Corp., Thursday, October 8 .......... 73.48 105.79 54.69 95.85 87.83 2,876,262 
Pfd. & Com. Div. 10-27 Friday, October 9 ............. 73.99 104.46 57.40 99.24 93.42 3,218,690 
Vulcan Detinning Co., Pfd, & Com. Div. 10-28 Saturday, October 10 .......... 73.96 105.61 57.43 97,47 94.82 826,378 
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Answers to Inquiries 
(Continued from page 861) 








some of the luxury articles produced 
by the company declined last year, but 


the diversity of operations gave 
stability to earnings. A further decline 
in earnings may be expected this year 


in view of the unsatisfactory business 
conditions prevailing throughout the 
world. Foreign business likely has 
fallen off considerably of late. Recov- 
ery of former earning power may be 
looked for with any sustained business 
improvement and we counsel continued 
retention of the issue. 


NEW ‘YORK, NEW HAVEN ©& 
HARTFORD RAILROAD 
I am holding 200 shares of New York, 
New Haven Hartford which cost me 
in the 80’s. I have been tempted to sell 
several times but kept hoping for a turn 
for the better. What is your frank opinion? 
Would you advise holding in the hope that 
a freight rate increase will be granted the 
railroads?—A. M. J., Boston, Mass. 


Operations of New York, New 
Haven & Hartford Railroad Co. thus 
far in 1931 have been adversely af- 
fected by depressed business and in- 
dustrial conditions prevailing in its 
territory; but the decline in net oper- 
ating results has been less pronounced 
than the average for class-1 railroads 
of the country. For the eight months 
ended August 31, last, profits amount- 
ed to $6,271,789, equivalent, after all 
charges to $2.12 per share on 1,571,- 
179 shares of common stock outstand- 
ing. This is slightly less than 50% 
of the per share results of $4.28 re- 
ported for the .corresponding period 
of the preceding year. In reflection 
of the rather unpromising prospects 
for the road during the fall months of 
the year, directors of the company 
deemed it advisable to reduce distribu- 
tions on the common stock to an an- 
nual basis of $4 a share as compared 
with $6 a share previously paid. How- 
ever, the management has cut operat- 
ing expenses to the minimum, and any 
improvement in traffic movements 
should be reflected correspondingly in 
net income, although it should be 
pointed out that full 1931 results are 
likely to fall short of $4.00 a share in 
contrast wtih $7.33 a share reported 
in 1930. Financial condition as of 
June 30, last, was weak; current assets 
amounting to $25,296,003 against cur- 
rent liabilities of $24,968,397, leaving 
net working capital of only $237,606. 
In view of unsatisfatory market condi- 

any has deferred the 


tions, the “ge 3 
undertaking of permanent financing, 
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with the result that it has been neces- 
sary to resort to temporary borrowing 
from the banks. However, it should 
be borne in mind that the present 
management is largely responsible for 
lifting the company out of the 
doldrums of the post-war depression. 
Under the circumstances, therefore, we 
maintain a constructive attitude toward 
long term prospects of the road, and 
counsel the exercising of patience on 
the part of present shareholders. 


GOLD DUST CORP. 


Will you give me your opinion of Gold 
Dust Corp.? When I bought this stock I 
felt pretty safe because of their wide di- 
versification of products but I now have 
a substantial loss, Do you believe that the 
wheat situation and low prices of butter 
with which they must compete makes it 
advisable to sell and take my loss at once. 
—A. J. G., Columbus, Ohio. 


Gold Dust Corp., in its present 
form, represents a consolidation of the 
old Gold Dust Co., American Linseed 
Co., Standard Milling Co. and F. F. 
Dalley Co. Probably best known of 
the company’s products are “Gold 
Dust” washing powder, “Fairy” 
soap, “Shinola”—“Two-in-One” and 
“Bixby” shoe polish; “Hecker’s Fa- 
rina,” “Ceresota,” “Force’—Nucoa” 
and “Thousand Island” dressing. Op- 
erations of the company thus far in 
1931 have been marked by a sharp 
falling off of sales of “Nucoa” nut 
butter, attributable to extremely low 
butter prices, with which this product 
must compete. Material price rivalry 
with other well-known brands of food 
products has recently been in evidence, 
and present indications are that com- 
petition in this line is likely to become 
more intense. Moreover, constant 
downward trend in commodity prices 
during the last few months, no doubt, 
will necessitate inventory write-offs, 
which obviously must be charged 
against current earnings. However, 
through the process of hedging, losses 
in the wheat and flour divisions are 
reduced to a minimum. In view of 
the above circumstances, and in con- 
sideration of uncertain prospects over 
the balance of the current year, full 
1931 earnings will fall sharply below 
those registered last year, when net 
income amounted to. $3.51 a common 
share, after preferred dividend re- 
quirements. Nevertheless, the com- 
pany’s strong financial position at the 
close of last year, when the ratio of 
current assets to current liabilities 
amounted to 3 to 1 is believed to have 
been maintained. The company oc- 
cupies an outstanding position in its 
field, is capably managed and inasmuch 
as prevailing quotations for the shares 
appear to discount existing conditions 
and near term prospects, we counsel 


against sacrificing commitments made 
at higher levels. 


CERRO DE PASCO COPPER 
CORP. 


I was about to dispose of my 100 shares 
of Cerro de Pasco when the shares rallied 
sharply. My broker tells me that this 
was because of the increased activity of 
silver following England’s abandonment of 
the gold basis. Inasmuch as Cerro de 
Pasco produces silver as well as copper, 
and is a low cost producer, would yor 
— me to hold?—R. J. D., El Paso 

exas, 


The Cerro de Pasco Copper Corp. 
is an important producer of copper 
but substantial amounts of silver, gold, 
zinc and lead also are mined. The 
properties are located in the mountain 
regions of Peru. The company also 
operates coal mines, a railway and 
normally receives a large volume of 
custom ore which is treated at a stipu- 
lated profit. One of the more recent 
activities of the company is the raising 
of cattle and sheep on lands acquired 
in settlement of damage suits brought 
by former owners because of fumes 
from the smelting plant. Metal pro- 
duction fell off sharply in 1930 and 
the company operated at a net loss of 
$1,987,000 or $1.77 per share as 
against earnings of $4,729,000 or 
$4.21 a share in 1929. With prices 
at extreme low levels, the company is 
not believed to be selling any copper 
at the present time. The deficit was 
cut to $1.10 a share in the first half 
of the current year from a loss of 
$2.44 a share in the similar period of 
1930. The present dividend ate 


‘ cannot be considered secure, although 


the financial position is satisfactory. 
Interest in the issue has been revived 
of late following suspension of the 
gold standard by England. This 
aroused hopes that silver might again 
be used as a medium of exchange. 
However, the speculation on this basis 
is of a hypothetical nature and restora- 
tion of former earning power of Cerro 
de Pasco necessarily must await def- 
inite improvement in copper, silver 
and zinc prices. The shares, neverthe- 
less, might be held purely for longer 
term speculative possibilities, provided 
you are willing to assume the risks 
involved. 





INTERNATIONAL TELEPHONE 
© TELEGRAPH CORP. 


I have 300 shares of International Tel. 
& Tel. which I purchased in 1930 at an 
average price of 50. In view of the un- 
settled foreign situation and general busi- 
ness outlook what do you advise? Shall I 
continue to hold, would you sell in hopes 
of buying it back cheaper or do you feel 
that the outlook warrants averaging at 
present levels? Also let me know your 
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opinion as to the possibilities of any fur- 
ther dividend adjustments—E. M. F., 
Hartford, Conn. 


International Telephone & Tele- 
graph Corp. reported net income for 
the six months ended June 30, 1931, of 
$5,440,294 equivalent to 82 cents a 
share on 6,642,508 no par common 
shares outstanding at the end of that 
period. This compares with net of 
$6,826,831 or $1.04 a share on a 
slightly smaller capitalization for the 
corresponding period in 1930. Recent 
downward revision of dividend rate 
on the common stock to the quarterly 
basis of 25 cents a share, indicates that 
results for the final half of the year 
will not be as favorable as had been 
anticipated earlier in the year by the 
management. The disappointing show- 
ing was attributed to generally de- 
pressed conditions prevailing through- 
out the world. However, the manage- 
ment has lost no time in strengthening 
the position of the company in the 
world wide communication field, and 
should be among the first to reflect an 
improved tone in general economic 
and business recovery. It operates in 
Spain, Argentina, Brazil, Chile, Uru- 
guay, Peru, Texas, Mexico, Cuba, 


Porto Rico, Roumania and in China. 
Earlier in the current year the com- 
pany extended its scope of operations 
through the acquisition of interest in 
the L. M. Ericsson Co. of Sweden. 
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Although we anticipate little in the 
way of improvement in profits during 
the early future, unlimited possibilities 
for expansion bids well for the com- 
pany’s extreme long term prospects. 
The common stock of the company 
must be regarded in a_ speculative 
light, but where the inherent risks are 
not objectionable, we believe retention 
of present commitments is justified. 
On the other hand, in view of current 
market unsettlement, we see no reason 
for hastening additional purchases. 


ISLAND CREEK COAL CO. 


In glancing over the stock tables, I no- 
ticed that Island Creek Coal returns a 
very high yield. If this yield is safe, the 
stock appears to be an outstanding buy. 
Please give me your advice—R. A. H., 
Chicago, IIl. 

The Island Creek’ Coal Co., operat- 
ing in West Virginia and Kentucky, is 
one of the lowest cost bituminous coal 
producers in the country. The com- 
pany’s mines are operated under the 
non-union system and therefore opera- 
tions were not adversely affected by 
the recent labor troubles in the union 
fields. Unmined coal reserves are 
adequate for many years of operations. 
The greater part of the company’s coal 
output is used industrially and earn- 
ings as a result depend largely upon 


the rate of general business activity. 
The earnings report for the six months 
which ended June 30, 1931, was rela- 
tively satisfactory, per share results be- 
ing $1.21 as against $1.73 a share in 
the corresponding half of 1930. Prof- 
its for the full year 1931 have been 
estimated at around $2.50 a share. 
The company is in a very sound finan- 
cial position and it is likely that the 
regular $4 annual dividend could be 
maintained for some time, although it 
is not being earned currently. How- 
ever, it is logical to assume that the 
payment will be revised downward to 
bring it in line with current earnings. 
While the longer term outlook remains 
constructive, we do not advise a com- 
mitment now, in view of the dividend 
uncertainty. 


UNION CARBIDE & CARBON 
CORP. 


I am holding 150 shares of Union Car- 
bide & Carbon which I have carried 
through the long decline. For the future 
I have decided to cut losses short and 
would like your opinion as to whether the 
outlook for this company warrants my sell- 
ing now. If you advise holding, what are 
its possibilities of ever reaching 1930 
levels?’—V. M. C., Albany, N. Y. 


Union Carbide & Carbon Corp., 
reported net income for the six months 
ended June 30, 1931 af $9,119,825 
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equivalent to $1.01 a share of com- 
mon stock. This represents a decline 
of approximately 29% from net of 
$12,779,585 or $1.42 a share regis- 
tered in the initial half of 1930. The 
decline in earnings is in reflection of 
curtailed activity in practically all 
branches of industry served by the 
company, resulting in lower demand 
for its products. Present indications 
are that full 1931 returns will fall 
short of the annual dividend require- 
ments on the common stock, which 
factor, in conjunction with the man- 
agement’s conservative policies, fore- 
shadows a possible revision in the rate 
of distribution. However, in view of 
the company’s outstanding position in 
its field and strong financial condition, 
the return of more normal business 
conditions no doubt would be reflected 
in sharply increased demand for the 
company’s products. Substantially the 
greater part of the company’s revenues 
are derived from the manufacture and 
sale of calcium carbide, used prin- 
cipally in the generation of acetylene 
gas, oxy-acetylene welding equipment, 
oxygen, nitrogen and other commer- 
cial gases, “Pyrofax” (a household 
gas), special alloy steels, alcohol, 
solvents and other chemicals, batteries, 
which are sold mainly under the trade 
name. “Ever-Ready”, various carbon 
products and radio tubes. In our 
opinion, the market action of the stock 
has gone far to discount existing con- 
ditions and near term prospects, and 
we regard needless disposal of present 
holdings inadvisable. On the con- 
trary, we maintain confidence in the 
present management of the company, 
and believe that the exercising of pa- 
tience will prove a profitable policy 
over the longer term. 








Investment Opportunities at 
the End of a Bear Market 
(Continued from page 855) 








desirable will be neglected for months 
and may even decline in market price; 
because it has not caught the fancy of 
investors nor been taken in hand by 
manipulators. This is a subject of 
which more will be said in a later 
Investment Talk. 

The third consideration when select- 
ing common stocks near the end of a 
bear market is to purchase issues with 
the largest yields consistent with safety. 
It is preminently a time to buy in- 
comes. When people lack confidence, 
and the funds to make investments, 
many stocks can be picked up at prices 
which are considerably below current 
intrinsic values, and much below the 
prices that will be reached by such 
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issues later when the bull market is in 
full swing. 

There are other minor points to be 
considered; but the three main require- 


.ments which must be met by common 


stocks taken into the investment port- 
folio near the end of a major bear mar- 
ket may be summed up briefly as 
follows: 

1—Increasing per-share earnings. 
2.—Strong technical condition. 3— 
Highest yield consistent with safety. 








Cream of Wheat Corp. 
(Continued from page 853) 








of ten years all of the capital stock, 
600,000 shares of no-par value, was 
deposited under a voting trust agree- 
ment in exchange for trust certificates. 
The company has no funded debt or 
other class of stock outstanding. 

The net income of the predecessor 
company expanied steadily from 1925 
through 1928 and earnings of the pres- 
ent company continued the upward 
trend in 1929. Since that peak year 
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profits have shown a slight downtrend. 
The company does not report gross 
sales, but net income after all expenses 
and taxes were $1,868,164 for 1930, 
equivalent to $3.11 a share on the 
common stock against $1,882,122— 
$3.13 per share—in 1929. For the first 
six months of 1931, net profit was 
$804,623 against $891,924 for the cor- 
responding period of 1930, equivalent 
respectively to $1.34 and $1.48 a 
share 


From the present outlook, full 1931 
earnings will approximate $2.80 a 
share or enough to cover the dividend 
disbursement of $2.50 by a fair margin. 
The regular dividend is $2 with 50 
cents declared in the form of extras. 
A yield of almost 11% is obtainable 
at current price level of the stock 
around 23, but even were the extras 
to be discontinued, the regular divi- 
dend would return a yield of 8.7%. 
While the company is distinctly a one- 
product concern, the established char- 
acter of its product gives reasonable 
assurance as to the success of its future 


operations. 
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Utilities Under Changing 
Investment Status 
(Continued from page 834) 











tion in the power industry, the other 
two having been supplied by Edison 
and Tesla. If we could even double 
the power capacity of existing trans- 
mission lines, new utility assets would 
be created out of thin air. When we 
understand that our utilities have no 
less than $1,700,000,000 invested in 
transmission lines, we can gain some 
notion of the importance of these new 
assets. 


More good news for the utilities! 
There is also in the offing a new form 
of domestic heating which will even- 
tually increase the early morning load 
by heating water electrically in thermal- 
ly insulated tanks and permitting this 
water to circulate through heating sys. 
tems during the day. It is said that 
12,000 cubic feet (the size of the aver- 
age house) may be heated for as little 
as $15 a month on the rate that utili- 
ties will be able to offer for service 
supplied by several billion dollars’ 
worth of generating equipment that 
would otherwise be idle, between the 
hours of 12 P. M. and 6 A. M. 


Aside from this, there is a distinct 
possibility of a new form of gaseous 
electric lighting so cheap that we can 
anticipate the day when we shall be 
able to read a newspaper at night on 
city streets. These lights may be made 
at a fraction of the cost of lights with 
filaments such as we now use and they 
may be operated with one-sixth the 
power. Offhand, one might be in- 
clined to the view that such a develop- 
ment would be distinctly unfavorable 
when it is brought to mind that we 
spend about $700,000,000 annually to 
light the United States. Better and 
cheaper automobiles, however, did not 
mean. that people bought fewer of 
them; they bought more. The same 
will be true of better and cheaper light- 
ing when it comes; we shall simply 
have more of it. Indeed we may look 
forward to the utter banishment of 
night. Of course, the writer is not 
silly enough to predict this as an im 
mediate development but he happens 
to know that it is at the present mo 
ment receiving the very earnest atten: 
tion of some of the keenest utility 
minds in the country. 

The financial and technical experts 
who have made our utilities what they 
are today and who are certainly cap’ 
able of making them better tomorrow, 
offer no cause for concern on the part 
of holders of utility securities. The 
havoc that may be wrought by the 
propaganda of political “experts” is a 
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Profit Through Current 
Market Movements 


UBSCRIBERS to THE INVESTMENT AND BUSINESS FORECAST of The Maga- 
zine of Wall Street are fully prepared to take advantage of intermediate 
market swings. They are guided at all times in maintaining a sound position, 
expanding or contracting their commitments, in anticipation of the strength 
and weakness of the list. 


Our assurance to subscribers of consistently satisfactory returns on their capital 
is based on definite and continuous counsel rendered by market and security 
specialists through tried and proven methods. No vague or general advice is 
ever given. From the time a security is recommended it is checked daily until 
in our opinion the time has come to close it out. 


Only a Moderate Advance 
Will Bring Substantial Returns 


Many sound securities in strongly situated industries are 
now selling at only a small fraction of their former highs. 
Under our guidance, therefore, you can conservatively buy 
sizable units with a minimum of capital and risk so that 
only a moderate advance will help you recover severe losses 
and bring substantial profits. 


In conducting such a program, you should avail yourself of 
the expert advice you would receive as a Forecast sub- 
scriber. During the recent readjustment our staff has been 
analyzing the technical, fundamental and statistical possibili- 
ties of every active security in each industry so that our 
subscribers would be ready for the present market phase. 





The biggest profits are always made by those who enter a campaign at the beginning of the movement. 
Now is the time to strengthen your market position and then participate in the substantial profits to be 
available during the coming months—through placing your test subscription to the Forecast at once. 


Place your subscription NOW and we will: 


(a) 
(b) 


(c) 


(d) 


(e) 


aca cio co dic cn dt ca nd cin dt 


Tue INVESTMENT AND 


telegraph or cable you our current Trading Advices and thereafter as new recommendations are 
made. You will be advised when to close out or cover all commitments. 


telegraph: or cable you the current advices of either our Bargain Indicator or Unusual Oppor- 
tunities or both and thereafter as these recommendations are decided upon. Definite closing out 
advices are also given, These departments are chiefly for semi-investment. 


mail you the regular and all special issues of The Investment and Business Forecast which 
contain all of our recommendations—Trading, Bargain Indicator and Unusual Opportunities ; 
Bonds and Preferred Stocks. There are also departments containing Graphs, Reviews on the 
Technical Position of the Stock Market, Business Outlook, Trade Tendencies, etc. 


send all telegrams or cables in private code after our code book, mailed on receipt of your sub- 
scription, has had time to reach you. (Straight English will be used in the meantime.) 


analyze your present and contemplated holdings upon request at any time during the term of your 
subscription and tell you through our Personal Service Department what to do with each security— 
hold or sell; also answer questions concerning the status of your broker. (In order to facilitate 
our reply no more than 12 securities must be listed in one inquiry.) 


jinitaliieieielainlalanilg — MAIL THIS COUPON TODAY ——-— 


THE INVESTMENT AND BUSINESS FORECAST 


of The Magazine of Wall Street, 42 Broadway, New York, N. Y. 
BusINEss ForECAST Cable Address: TICKERPUB 


THIS 


COMPLETE 
SERVICE 
FOR SIX MONTHS 
ONLY $75 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
($150 will cover a 13 


f I understand that 1 am entitled to the complete service outlined above. 
() months’ subscription.) 
THE MaGazIng Pieri inlet natgcine. deccitl a ecaakedonidsas acbiemnematebiiue iad ke) oan eee ean 
iN ES eee Ee inclcdkie souk eb ooebew'e's Chas 0 tékheswe de (Aa eeNSEH RSs Cea RCODERO MER SgeNaRS 
OF Address 
ce he yer Erne rrrrrerr rrr rrr rr yr rer. Geyer ce tere tae eye 
WALL STREET C Telegraph me collect the current Trading Advices and thereafter as described in (a). 
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0 ~~. me collect the current Bargain Indicator recommendation and thereafter as described 
in (b). 


0 Telegraph me collect the current Unusual Opportunity recommendation and thereafter as de- 
in (b). 
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horse of several other colors. What 
will happen here no one knows. One 
may predict a course of possible ac- 
tion for men following normal pur- 
suits, but the course of possible action 
to be taken by those seeking political 
glorification must be left to the gods 
and the psychologists—with the heavy 
wagers placed on the gods. 








Speculation Creeps Into the 
Bond Market 
(Continued from page 843) 








tion, reorganization will probably be 
undertaken. In many other cases, how- 
ever, while the position of the bonds 
has suffered from a drop in earnings, 
this drop has not been serious enough 
as yet to warrant the panic price levels. 
There is, of course, the possibility that 
earnings will drop off even further and 
it is probably this element of uncer- 
tainty which causes lack of support or 
buying in the particular issues. 

Unquestionably, many bargains will 
be available over the next few months 
in the bond market which will show 
the purchaser handsome appreciation 
when conditions improve. The pro- 
spective purchaser, however, should not 
overlook the element of speculation 
which is involved in many issues. In 
each case the situation should be care- 
fully investigated to assure the intrinsic 
worth of the security. This involves 
not only a study of the earnings posi- 
tion of the company but a careful sur- 
vey of the balance sheet and the 
working capital position. A large 
floating debt or bank indebtedness in- 
vites caution, while a strong working 
capital position on the other hand is 
encouraging. 








Commonwealth & Southern 
Corp. 
(Continued from page 847) 








have outstanding funded debt of $428,- 
046,400 and preferred stocks totaling 
$216,865,800. 

From the viewpoint of the average 
utility holding company capitalization 
set-up, Commonwealth & Southern 
common stock represents a reasonable 
equity in the gross earnings. For the 
most recent twelve months’ period, i.e., 
ended August 31, 1931, the net avail- 
able for the common stock was equiva- 
lent to approximately 12% of the gross 
revenues. For previous periods this has 
been higher, but naturally with a down 
trend in business the common stock 
bears the brunt of the decline. 
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At current levels of about 5, the 
common stock appears reasonably at- 
tractive for long pull holding. The 
downward trend of net earnings has 
temporarily at least been arrested, due 
chiefly to economies effected by the 
management. Earnings at these levels 
cover dividend requirements with a rea- 
sonable margin and for the time being 
the dividend appears secure. Should 
the trend of earnings again decline, 
however, the dividend rate will no 
doubt again be reduced. Over the 
longer period, nevertheless, there are 
good prospects for higher net earnings. 
The system, indeed, already has the fa- 
cilities to produce considerably higher 
revenues and when recovery starts in 
general business this excess capacity 
should gradually be utilized. 








The Revolt Against Gold 
(Continued from page 837) 








retically worth as much gold as ever 
it was. But its redemption in gold 
has been suspended for the time being 
and since such is the case it is worth 
in other countries only what Great 
Britain's general credit and the de- 
mand for the pound from other coun- 
tries make it. 

No one knows what the ultimate re- 
sult of this state of things is to be but 
certain effects can be noted. In the 
first place, assuming the pound goes to 
a discount of say 25 per cent in terms 


of other currencies still maintaining . 


their par value, it means that so long 
as British goods can be manufactured 
at the same local costs in pounds they 
are in fact manufactured at 75 per 
cent of such cost in gold as measured 
in countries on a gold basis. A suit 
of clothes ordered by an American 
from his London tailor costing eight 
pounds, or say $40 when the pound 
was at par, costs only $30 when the 
pound is at 25 per cent discount. In 
other words British exports are prac- 
tically given an export bounty of 3314 
per cent. On the other hand when 
the pound is at a discount British pur- 
chases abroad cost more; it takes more 
pounds at the lower gold value to make 
up the gold cost abroad. A hundred 
bushels of American wheat with the 
pound at par cost ten pounds. With 
the pound worth 75 per cent of its 
normal gold value they will cost 
£13-6-16. The 25 per cent discount 
on the pound in foreign markets, there- 
fore, is practically the same as a 3314 
per cent tariff on all imports on the 
basis of the pound at par. 

In short, the effect of a currency 
going to a discount is to stimulate the 
exports of a country while retarding 


or restricting its imports. However, 
all this is not so smooth as at first it 


seems. Great Britain must import 60 
per cent of its food supplies and it 
must pay for these supplies on the basis 
of the depreciated pound, an addition 
of a third of their cost in the local 
pound. It must import the greater 
part of its raw materials, cotton, wool, 
and the like, on which it must pay the 
additional local cost. The balance of 
advantage for the British manufac. 
turer after all is rather small. What 
is true of Great Britain in this line is 
true of Sweden, Norway, Denmark or 
any other country which permits its 
currency to fall below par. In Great 
Britain there are particular reasons in 
the way of earnings from its banking, 
insurance and similar services why it is 
of great disadvantage to be “off the 
gold standard.” 


In Great Britain itself when the 
pound goes to a discount of 25 per 
cent all property—real estate, British 
stocks and bonds, money in the bank— 
in short, all values are reduced by 25 
per cent of their value in gold. Prac- 
tically in local transactions there is or 
at least is supposed to be no difference 
for the time being. Foreign stocks and 
bonds, bank deposits and in short all 
other property abroad increase in 
value as measured by the local pound 
and there is naturally a tendency on 
the part of British holders to turn such 
property into pounds provided the 
lower value of the pound is stable 
enough to justify the risk. 


On the other hand there is a ten- 
dency for British investors to with 
hold investments abroad; it takes a 
third more pounds to buy a foreign 
stock or bond than it would if the 
pound were at par. However, in mak- 
ing its declaration of the abandonment 
of par for the time being the British 
government announced that all for: 
eign obligations would be met on the 
basis of a par pound and in the case 
of early maturities of private obliga- 
tions of British people to foreigners 
exchange for the foreign currencies 
would be provided on the basis of the 
pound at par. In a general way for- 
eigners with permanent investments in 
Great Britain have their investments 
frozen for the time being or otherwise 
lose the 25 per cent discount on the 
pound value of the original invest 
ment. 

It is possible, though not probable, 
that the frozen condition of most for 
eign credits in the British market and 
commercial relations with Great 
Britain will force various other coun’ 
tries to suspend gold payments for 
the time being and permit their cur 
rencies to follow the pound and 
there has been considerable specula- 
tion as to what the position of 
the United States and France as the 
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holders of about 60 per cent of the 
world’s stock of gold would be under 
such circumstances. “Speculation” is 
the right word; for no one can foretell 
what the ultimate result would be. 
There would be no advantage in coun- 
tries off the gold standard turning to 
silver or to a bimetallic standard for 
their difficulty lies not in any scarcity 
of gold but in their inability to com- 
mand gold by reason of their unfavor- 
able international balances. It would 
be just as difficult for them to main- 
tain their reserves in silver or in gold 
and silver as it is in gold. The situa- 
tion presents no question of standard; 
it is a matter of international balances. 


Depreciation a Two-Edged Sword 


The depreciation of a currency 
usually leads to inflation and a rise in 
prices. It is the intention of the au- 
thorities of Great Britain and other 
countries concerned in the present 
debacle to prevent inflation if possible. 
A general rise in prices by reason of 
inflation in Great Britain would cur- 
tail imports from the United States and 
all other countries on the gold stand- 
ard for a time and if all countries but 
the United States and France went off 
the gold standard the effect upon 
French and American export trade 
might be serious temporarily. On the 
other hand, this inflation would lead 
immediately to an increase in the cost 
of living which would have immediate 
and serious reaction upon the social 
and political situation and eventually 
upon costs of production in Great 
Britain and other countries concerned. 
Depreciation of currency is a two- 
edged sword which cuts both ways, 
and nations have always found it 
dangerous to handle. In time prices 
always arrange themselves on the 
basis of new standards of value and the 
balance remains pretty much where it 
was before. 

During the World War practically 
all nations but the United States were 
off the gold standard. After the war 
Great Britain remained off the reser- 
vation for about seven years, France 
for nearly ten—in short, it was prac- 
tically ten years before the leading 
trading nations resumed gold pay- 
ments. In that time the United States 
ran its factories full blast most of the 
time, built up the greatest stock of 
gold in the world, loaned money hand 
over fist; in short, prospered as it 
never had before. Its chief handicap 
was in the inability of other nations to 
buy because of their low value cur- 
rencies. Nevertheless we sold more 
than we ever had before except in war 
times. 

It takes more than low production 
Costs on paper to make depreciated 
currencies pay. Among other things 
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Middle West Utilities Company 


Notice of Dividend on 
Common Stock 


The Board of Directors of Middle West Utilities Com- 
pany has declared a quarterly dividend of 2 % in Com- 
mon Stock (being one-fiftieth of a share) on each 
share of Common Stock outstanding on October 15, 
1931, payable November 16, 1931,to Common stock- 
holders of record on the Company’s books at the close 
of business at 5:00 o’clock P.M.on October 15, 1931. 


EUSTACE J. KNIGHT, Secretary 





Notice of Dividend on 
$6 Convertible Preferred Stock, Series A 


The Board of Directors of Middle West Utilities Com- 
pany has declared on each share of its $6 Convertible 
Preferred Stock, Series A, a quarterly dividend of 
$1.50 in cash or (at the election of the holder, filed 
onor before October 15) of three-eightieths of a share 
of Common Stock, payable November 16, 1931, to the 
holders of record on the Company’s books at the 
close of business on October 15, 1931. 


EUSTACE J. KNIGHT, Secretary 
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ve COLUMBIA 
rome GAS & ELECTRIC 
* CORPORATION 


porters October 1, 1931 
12 Board of Directors has declared this 
day the following quarterly dividends: 
Cumulative 6% Preferred Stock 
Series 
No. 20, $1.50 per share 
Cumulative Preferred Stock 
5% Series 
No. 10, $1.25 per share 
Common Stock (no par value) 
No. 20, 37%¢ per share 
ae able on November 15, 1931, to share- 
olders of record at close of business Octo- 


ber 20, 1931. 
Epwarb REYNOLDS, Jr., 
Executive Vice-President & Secretary 























Borden's 
Common DivipEnpD No. 87 


A quarterly dividend of seventy- 
five cents (75¢) per share has been 
declared on the outstanding com- 
mon stock of this Company, payable 
December 1, 1931, to stockholders 
of record at the close of business 
November 14, 1931. Checks will be 
mailed. 

The Borden Company 
Ww. P. Marsh, Treasurer. 














BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 





EGULAR quarterly 
dividends have been de- 
clared by the board of direc- 
tors, as follows: 
Preferred Stock Series A 87%4c 
per share 
Common Stock 374c per share 


Both dividends have been 
declared payable October 30, 
1931 to stockholders of record 
at close of business October 
15, 1931. 
E. A. Battery 
Treasurer. 











XCHANGE 
UFFET 


CORPORATION 


74th Quarterly Dividend 
A dividend of 25¢ per share on the Capital Stock 
is payable October 31, 1981, to stockholders of 


record October 15th, 1931. 
A. A. FRBAM, Treas. 
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production requires capital and capital 
avoids a country with depreciated cur- 
rency as man avoids the plague. The 
chief danger to British trade and the 
trade of all who deal with Britain in 
the present state of things is uncer- 
tainty. At present the tremendous in- 
ternational financing business of Lon- 
don which is one of the largest items 
in the British international balance is 
paralyzed. _ 

Until the pound is stabilized, either 
at its old value, as is probable, or at a 
lower value which is sought by an in- 
fluential school of British economists 
and politicians, it is impossible for this 
important factor in British prosperity 
to function. Even in industry and 
commerce uncertainty renders it im- 
possible for British manufacturers to 
buy or sell otherwise than on a hand 
to mouth basis. In spite of an early 
fillip to industry by the announcement 
of the government's policy there will 
be no real forward movement in Great 
Britain until the pound is stabilized 
somewhere. Nor is there any reason 
to believe, in the light of experience, 
that over any considerable period of 
time either the industry or the com- 
merce of the United States will be 
seriously affected by a suspension of 
gold payments in Europe. It has hap- 
pened before and we did quite well in 
spite of it. 








The Investor Views the 
Chain Restaurant 
(Continued from page 849) 








may be expected to result in a material 
increase in sales. Even in the short 
time during which they have been in 
operation, an upward trend has been 
evident, although it must be’ admitted 
that gross business for the first eight 
months of the current year was more 
than 11%. under that of the corre- 
sponding period of 1930. In view of 
the upward trend, however, Childs 
common at present prices seems to 
take an over-pessimistic attitude in re- 
gard to the future. It is quoted about 
four times current annual earning 


power. 

The Waldorf System, Inc., is an- 
other diversified chain restaurant sys- 
tem. Its main division is the self-serv- 
ice type of lunchroom. In addition, 
however, it operates the Ginter chain 
which caters to people desiring table 
service at mediuri prices, the Clark 
group, engaged in the horse-shoe-coun- 
ter type of eating place and a number 
of industrial cafeterias which serve the 
employees of large manufacturing 
plants. 


From the standpoint of the investor 
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the Waldorf System in recent years has 
undoubtedly been the most satisfactory 
commitment of any chain restaurant so 
far mentioned. Earnings have been 
steadily upward, the results for the first 
half of this year being considerably bet- 
ter than for the corresponding period 
of 1930. Furthermore, -the stock's 
steadiness in the recent stock market 
debacle has been remarkable. 

There are quite a number of other 
chains in the same general class as the 
Waldorf System. Bickford’s, Inc., with 
stock listed on the New York Curb 
Exchange operates seventy or eighty 
lunchrooms around three centers, New 
York, Boston and San Francisco. . They 
are of the “self-service” type. Per 
share earnings for 1930 were higher 
than for 1929 and results for the first 


‘half of the current year were above 


those of the corresponding period of 
1930. Then there is the Foltis-Fischer 
chain of cafeterias, which apparently 
are not doing particularly well at the 
present time. The Exchange Buffet 
Corp., another enterprise in the same 
general class, has been hard hit by the 
slackening activity in Wall Street, al- 
though it is still earning money. 

The J. R. Thompson Co. operates 
well over a 100 cafeteria-type restau- 
rants, most of which are in New York 
and Chicago. Since 1929, earnings 
have been steadily on the down grade, 
resulting in successive dividend reduc- 
tions, although the current rate of $1 
is amply covered by first half earnings. 
The company, however, has recently in- 
augurated a “pre-war price” campaign 
and has returned to the S-cent sand- 
wich. 


No discussion of the modern restau-_ 


rant business would be complete with- 
out some mention of The Horn & Har- 
dart Co. This company operates 40 
or more “slot-machine”™ type of restau- 
rants under the name “Automat,” as 
well as a number of retail stores. The 
business is a successful one, although 
little expansion in per share earning 
power has been demonstrated over the 
past few years. 

From the few examples given it will 
be seen that the restaurant system is 
firmly established in our national life. 
Moreover, there is a distinct tendency 
toward the chain type. Is there any- 
thing likely to change this trend? It 
would seem not unless one presupposes 
a drastic alteration in our manner of 
living. The restaurant is the logical 
outcome of our apartments and our de- 
sire to travel and both of these are un- 
doubtedly permanent characteristics. 

While the long-term trend is un- 
doubtedly toward an increase in meals 
eaten outside the home, it has been in- 
terrupted to some extent by the present 
period of curtailed consumer purchas- 
ing power. If precedent means any- 
thing at all, however, this is only a tem- 
porary phase. No one can seriously 


believe that the world will fail to 
emerge from the present cloud in a 
way which will mean more leisure and 
less routine work than is now the case. 
If this be so, the restaurant business en- 
joys a bright future which the stock- 
holders will share. 

Under the circumstances the indus 
try is making an excellent showing even 
at the present time. ‘True, earnings 
have declined almost universally, but 
the decrease has been very much smaller 
than the general average for all indus 
tries. This perhaps is owing to certain 
inherent advantages. It is carried out 
solely for cash. The volume although 
not entirely free from fluctuation, is 
nevertheless very stable. And above 
all, come what may, people must eat. 








Atchison, Topeka & Santa Fe 
(Continued from page 845) 








Properly avoidable expenses, however, 
have been sharply reduced during the 
past twelve months. Some further 
economies of justifiable nature possibly 
can be found but from now on the 
trend of traffic will be the major factor 
in determining earnings. 

In the event that higher freight rates 
are not granted, it is certain that the 
roads will take joint action to lower 
the wages of railway labor and since 
the wage trend is down in other major 
industries it is difficult to see how a 
readjustment of this kind could be 
effectively opposed, particularly since 
living costs have declined. Any sub 
stantial saving on labor costs would, 
of course, strengthen the position of 
Atchison securities. 

In the immediate situation, the fact 
of most striking interest to potential 
investors is that Atchison’s earnings for 
the first eight months of this year 
demonstrate a quality of depression: 
resistance unmatched by any other 
great transportation system. For this 
period net operating income was 
only 17.2% under the corresponding 
period of 1930, as compared with a 
shrinkage of 39.5% for Southern Pa- 
cific and 42.1% for Union Pacific. 








“What Business Can 
Do to Help Itself” 


One of the Features to 
Appear in the Oct. 31 
Issue 
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The Dilemma of the Real 
Estate Bondholder 


(Continued from page 839) 








The figures for New York are not 
available but it is known that out of 75 
properties financed by a single company 
23 have been foreclosed. In general, 
though, the foreclosure situation is not 
so bad in New York as it is in Phila- 
delphia and Chicago. But there is one 
instance of record where the commis- 
sion charged for a loan of $1,500,000 
was $600,000. Some foreclosed prop- 
erties have been sold for a quarter of 
the amount of the bond issue. In a 
case of a property outside of New 
York but financed in that city, the 
valuation was placed at $500,000, the 
bond issue was $175,000, and the reali- 
zation $15,000. Properties that were 
foreclosed several years ago have, how- 
ever, in some instances paid out 75 
cents on the dollar. . 

Owing to their ignorance and lack of 
concerted protective action the bond- 
holders—usually small investors—are 
generally losing more than they should. 
In a certain case, where the names of 
the bondholders have not been obtain- 
able, the bonds are being bought at 30 
cents on the dollar when the foolish 
holder could turn them in to the trus- 
tee for 75. So-called bondholders’ com- 
mittees have frequently proved to be 
mere exploitation agencies for unscrup- 
ulous speculators. For lack of wise 
and concerted action by the victims, 
properties have been closed out with 
huge losses. 

No wonder the Investment Bankers 
Association of America, through one 
of its committees says: “The real estate 
bond situation is one of the blackest 
spots in our present financial outlook— 
made so to some extent by general igno- 
rance as to how the situation should be 


handled.” 
The Realization Outlook 


The total issue of real estate bonds 
during the past ten years is estimated 
by the same authority at from eight to 
twelve billions of doilars—a sum al- 
most sufficient to reproduce half the 
railway plant of the United States. 

Putting the total at ten billion dol- 
lars, the real estate securities committee 
of the I. B. A. A. calculates that- two 
billion are based on less than 75 per 
cent of the present value of their prop- 
erties and have a good standing and 
record. Two billions more show no 
evidence of trouble although the mort- 
gages are in excess of 75 per cent of 
the valuation, and will probably escape 
foreclosure or loss. Another group of 
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bonds amounting to two and a half 
billion’ dollars will go through fore- 
closure with little if any loss. Three 
billions, resting on mortgages nominally 
equal to 80 to 100 per cent of the 
former value of the properties—now 
125 to 150 per cent—will eventually 
pay at a loss of 25 to 60 per cent. Last 
of all there is a $500,000,000 group of 
real estate bonds which, on account of 
what is mildly described as “gross errors 
of judgment” will yield from nothing 
to 40 per cent. 

The situation is bad enough, but not 
so bad as has been thought, if investors 
will not lose their heads and throw 
away their bonds for the first offer that 
comes along—which some can not avoid 
doing because of the pressing need of 
cash. 


What Can Be Done 


Whatever may be done in the way 
of establishing a national rediscount 
mortgage bank will not be a remedy 
for present ills. It may soundly facili- 
tate building in the future, but it will 
probably not be started with dead horse 
securities in its portfolio. Some other 
method must be found of dealing with 
them. In any event it will probably be 
limited to home-building financing, and 
so will be outside the mortgage bond 
field. So far as can be learned the com- 
mittee which is examining the mortgage 
bond mess at the instance of President 
Hoover is disposed to be hard-boiled. 
It may and probably will recommend 
and outline a plan of some sort for sal- 
vaging mortgage bond losses but it will 
not bring Uncle Sam into the mess. 

The plan may be merely for the for- 
mation of some sort of an association 
to advise and guide the bondholders as 
to how to proceed to realize a maxi- 
mum amount. Perhaps a company 
may be formed to take over distressed 
properties for bondholders and admin- 
ister and liquidate them over a period of 
years. Such a company, however, might 
not have any relation to a mortgage dis- 
count bank or to some agency for re- 
lieving banks of their frozen mortgage 
securities in general. But the feeling 
seems to be that there is no reason why 
the government should come to the res- 
cue of real estate bondholders any more 
than to the rescue of the owners of 
depreciated railway, industrial, etc., 
bonds. Such rescue, it is urged, would 
only encourage renewed folly by in- 
vestors and more flimsy bond issues in 
the future. 

This attitude does not, however, ex- 
clude the formulation of a definite plan 
for helping the mortgage bondholders 
to save as much as possible and protect 
them against unscrupulous speculators, 
unwary and quarrelling committees of 
their own, ghoulish lawyers, extrava- 
gant receiverships, and the like. 

The committee does not appear to 


be much concerned about the advisabil- 
ity of doing anything to stimulate a 
building revival by rescuing speculators 
and banks from rotten mortgages—first, 
second and third. 


Plenty of Buildings 


The present deplorable plight of 
mortgage bondholders. will possibly be 
dealt with by proposals for some pro- 
tective legislation governing future 
real estate bond issues as follows: 

1. Provisions that in case of real es- 
tate bond issues the property owner 
must make statements of earnings and 
expenses every six months and gener- 
ally give the bondholders certified in- 
formation concerning the property. 

2. Making it incumbent upon the 
trustee of such bonded mortgages to 
foreclose the moment taxes and interest 
are not paid, thus doing away with the 
customary liquidation “rackets.” 

Regarding the second proposal there 
seems to be some difference of opinion. 
Some of the financiers who have been 
associated with efforts to protect bond- 
holders in individual cases feel that pre- 
cipitate foreclosures sometimes tend to 
prevent common action on the wisest 
lines. As a general rule, they hold, 
that whenever most of the bondholders 
can get together and form a real pro- 
tective committee, they will. find that 
the wisest course is to arrange a new 
issue of refunding bonds at lower in- 
terest rates and easier amortization 
terms rather than rush through with 
final liquidation. 

But after all is said and done for the 
past and future, the best that can come 
out of the present situation for an army 
of real estate mortgage bondholders is 
the salutary lesson not to be caught the 
same way again. 








Has Europe Taken America 
for a Buggy Ride? 
(Continued from page 832) 








and sad memory, are the business credits 
involved in equipping Russia to oust 
us from the markets of half the world. 
Perhaps not more than a hundred mil- 
lion dollars at any one time. That's 
not much to pay for helping the Soviets 
to overturn capitalism. Just to make 
the Russians feel comfortable we throw 
in technical instruction with our goods 
and bring their engineers over here in 
troupes to study our factories and learn 
our industrial technique. We disclose 
everything to all other nations, too, 
whereas when an American manufac- 
turer goes to Europe he is as popular 
in one of their plants as an infantile 
paralysis germ in a nursery. 


Outside the political war debt and 
873 





recent credits to the Bank of England 
Great Britain is but little obligated to 
us—about 200 million dollars in pri- 
vate loans and 400 millions in direct 
investments. Both the loans and the 
direct investments are to be counted as 
Americans assets of a high order unless 
it is assumed that industrial England 
is a bad total risk and that all direct 
business extensions and enterprises 
abroad are opposed to our interests. 


The Gauls Laugh Last 


When we come to France we have: 


to laugh at ourselves. French loans of 
any kind, public or corporate, were 
tabooed by our State Department after 
1922, because the French were so 
dilatory and hard-boiled about fund- 
ing their war debt to our government. 
By way of contrast special favors were 
shown Germany. Result: Our in- 
vestors have a fine line of German 
securities, concerning which the Ger- 
mans often express deep regret that 
they may not be able to redeem them 
and also pay the reparations bill. When 
ever these regrets become acute our in- 
ternational bankers feel great concern 
over the economic and ethical aspects 
of the whole mess of reparations and 
ally debts and suggest cancellation or 
revision of them “to save the world.” 
Thus the Germans have established in 
the United States a huge interest that 
is in favor of cancellation of inter- 
governmental debts in order to rescue 
private debts. 

But to return to the laugh. The 
French securities today top the super- 
par lists in the New York Stock Ex- 
change, that is, so far as the French 
have left any of their obligations in 
this country, having been steadily buy- 
ing them back. Verily we took the 
German credit and let the French cash 
go. The total of our direct investments 
in France is not more than 150 mil- 
lions, but you may be sure they are 
doing France more good than us. 

Our direct investments in Italy 
amount to 121 millions, mostly in pub- 
lic utilities; of our 280 millions of loans 
private corporate bonds, largely public 
utilities, constitute the major part. Next 
in the list comes Sweden with 253 mil- 
lions of American money mostly rep- 
resented by investments in the Swedish 
Match Company. Space limitations 
forbid a review of American invest- 
ments in some twenty other European 
countries. 

Whether through business greed, 
vaulting banking ambition or the over- 
eagerness of Europe to borrow, we have 
put 5 billions into Europe, mostly in 
the last ten years. Purely out of 
benevolence and an international co- 
operative spirit we have recently given 
England a credit of 400 million dollars. 
The British response in the way of ex- 
pression of insolent contempt for our 


banking ability and practice and furtive 
attacks on our stability are typical of 
the sort of thanks we are getting from 
Europe as a whole. Whatever the 
motive, nobody can deny that five bil- 
lions of private financing, plus 9 bil- 
lions of governmental loans must have 
been of some benefit to Europe. 

It is no wonder that American senti- 
ment is turning against further financ- 
ing of Europe. The New York Eve- 
ning Post undoubtedly expressed a pop- 
ular slant when it recently said edi- 
torially, referring to the British predic- 
tion that “America cannot escape a 
collapse”: 

“We can tell England quite plainly 
that instead of blindly admiring her we 
are now beginning to ask ourselves why 
she got us to lend her 400 million dol- 
lars to save the pound and then aban- 
doned the pound overnight * * * *, in 
one fell swoop without thought of her 
creditors or the world at large.” 

To be sure this is no time to stir up 
international ill will, but if it is stirred 
up Americans must act accordingly, 
stop trying to save the world and do 
some rescuing at home. Europe gave 
us a nice buggy ride—and now we're 
walking home, sadder but wiser. 








What Are the Speculative 
Leaders of the Future? 
(Continued from page 857) 








offerings, the spreading of rumors and 
other manipulative devices operates 
actually of itself to depress prices or 
to exaggerate a decline. 


London’s Banking Leadership 


Editor, Readers’ Forum: 

I note that the action of England in sus- 
pending the gold standard has been greeted 
by numerous predictions in our press and 
on the part of some bankers that New 
York, as a result of this change, will be- 
come the world’s financial center. If so, I, 
for one, hope that our bankers will do better 
with their future foreign operations than 
they have in the past. One need only look 
at present quotations of most of the foreign 
bonds floated here in recent years to doubt 
that American bankers know as much as 
they should about international finance.— 
aK; 


It cannot be denied that much of 
the foreign financing done in this mar- 
ket in recent years might better have 
been left alone and that much of it 
originated out of the desire to garner 
banking commissions. Similar mistakes 
of judgment, however, are not confined 
to American bankers. It is not the 
fear of losing financing of this kind 
that is worrying London. Its inter- 
national pre-eminence is in the field of 


struction continues fair. 


commercial and trade financing for the 


entire world. Thus the accepted 
means of financing the sale, say, of a 
cargo of Javanese coffee to a Japanese 
importer is through the medium of a 
sterling bill. Banking of this kind re- 
quires more than mere confidence. 
London has the advantage of years of 
experience, as well as of an intricate 
technical knowledge in this field. For 
this reason it is to be doubted that it 
can be replaced by New York. After 
the pound sterling is re-valued, it 
probably will be found that the sterling 
bill will retain its old prominence in 
world markets. 








Trade Tendencies 
(Continued from page 858) 








ing in the way of even fair earnings 
can be expected until operations again 
attain at least 50% of theoretical ca- 
pacity and from present indications it 
would appear that next spring is as 
soon as this can be expected to take 
place. In the meantime, whether the 
situation goes from bad to worse de- 
pends upon the fall demand, which it 
must be admitted is not encouraging. 
Automobile production shows no signs 
of making any phenomenal recovery. 
Indeed, it still appears to be declining 
gradually. Railroad demand is making 
itself felt to some extent, but require- 
ments are far short of that which might 
be expected in a normal year. On the 
other hand the demand for steel in con- 
Bridges and 
other large engineering projects have 
been the principal factors. The most 
comforting feature about the whole 
steel situation is found in prices. Quo- 
tations for the most part are firm and, 
despite efforts to reduce them on ac- 
count of the lower wages now being 
paid, manufacturers have held their 
ground. : 





TOBACCO 











State Cigarette Taxes 


There is considerable speculation as 
to the possible affects upon the indus- 
try contained in state taxation of 
cigarettes. Some thirteen states now 
impose such a tax. The impositions vary 
all the way from 10% of the price to 
the 5 cents per package levy of Arkan- 
sas. While it cannot be denied that 
anything which increases the price of 
a product tends to decrease the de 
mand, such a conclusion does not neces 
sarily follow in this particular instance. 
If the tax is unpopular and burden- 
some the public will follow one of two 
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Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 
ing their selections from this list. 


Railroads 


Div. Rate ——Earned$perShare—, Redeem- Recent Yield 





$per Share 1928 1929 1980 able Price % 
Norfolk & Western ........... 4(N) 183.73 182,20 138.50 No 80 5.0 
Atchison, Top. & 8. Fe....... 5 (N) 40.21 49,18 30.08 No 91 5.5 
Union Pacific ............00.. 4 (N) 46.32 49.48 41.30 No 71 5.6 
Baltimore & Ohio 4 (N) 49,44 48.87 36.46 No 50 8.0 
N. ¥., New Haven & Hart.... 7 (C) 34.40 45.47 30,50 115 83 8.4 


Public Utilities 





Amer, Lt. & Traction........ 1% (C) 17.20 21.38 20.71 No 27 5.6 
Pacific Gas & Elec, Ist....... 1% (C) 4,24 4.57 5.25 No 5.8 
Public Service of New Jersey.. 8 (C) §20.92 19.04 24.44 No 185 5.9 
So. California Edison ‘‘B’’.... 1% (C) 3.28 3.61 3.68 28% 25 6.0 
Philadelphia Co. ............ 3 20.68 27.58 28.27 () 46 6.5 
North American Co..........- (C) 40.22 47.48 47.51 5 46 6.5 
Buffalo, Niagara & Eastern Pr. 1. 3 (C) 4.52 5.19 5.25 264%, 24 6.7 

North Amer. Edison......... 6 (C) 53.15 58.98 49.65 105 88 6.8 
Federal Light & Traction...... 6 (C) 49.93 40,12 39.68 100 85 71 
Elec, Bond & Share........... 6 (C) 18.43 29.11 $1.24 110 80 7.5 
WRIGON COG, ccicecsicecsescaes 8 (C) celts 4.66 6.46 55 39 1.7 
Columbia Gas & Electric ““A’’. 6 (0) 30.78 33.95 26.86 110 Cif 7.8 
American Water Works & El. 6 (C) 31.05 89.11 44,22 110 75 8.0 
National Pr. & Light......... 6 (C) 45.38 50.22 45.16 110 14 8.1 
Engineers Publ. Serv. (w. w.) 5% (C) 8.79 17.65 16.21 110 65 8.5 
Standard Gas & Electric....... 4 (C) 14,07 20.39 20.95 No 44 9.1 
Electric Power & Light....... 7 (C) 17,00 19.08 13.39 110 69 10.1 

e 
Industrials 

Procter & Gamble (2nd)...... 5 (C) 185.59 151.75 178.16 115 110 4.5 
du Pont (E. I.) de Nemours 

BEM, ces cawehesesehoenatsad>< 6 (C) 69.06 78.54 65.22 125 109 5.5 
Stand. Brands, Inc., Cum, A.. 7 (C) 123.40 129.41 111.03 120 119 5.9 
Brown BHO 2. cccccsccsccccecs 7 (C) 85.27 44,11 35.31 120 118 5.9 
Hershey Conv. ne 16.25 21.36 24.24 No 83 6.0 
Allied Chem. & Dye 5 68.68 76.88 63,90 120 116 6.0 
General Mills ..... <0 18.70 18.86 20.03 115 94 6.4 
Diamond Match ., . ie oe area No 23 6.5 
General Cigar ......cccccccees 7 (C) 62.81 85.92 64.0: No 108 6.5 
Commerce, Investm. Trust Ist. o% (C) 45.50 81.92 90.87 110 99 6.6 
Mathieson Alkali Works....... 7 (C) 84.50 93.91 84.68 No 105 6.7 
Amer, Smelting & Refining.. 7 (C) 87.17 43.66 22.20 No 99 7.1 
Aluminum Co, of Amer....... 6 (C) 14,04 17.19 7.98 110 84 7.2 
American Sugar ............. 7 (C) 14,60 15.40 12,60 7.8 
International Nickel .......... 7 (C) 139.12 80.45 40.26 120(a) 89 7.9 
Curtis Publishing ............ 7 (C) 21.48 23.93 21.25 88 8.0 
Bethlehem Steel Corp......... 7 (C) 19,16 42,24 23.84 No 86 8.1 
BUCFEUNEMND 4.05 o stan 00.v0ese 7 (C) 39.34 48,34 35.72 120 82 8.5 


C—Cumulative, _N—Non-cumulative. § Earned on all pfd, stocks. + Regular rate, $4. 
(a) After Feb. 1, 1934. 


























KEEP POSTED 


The books, booklets, circulars and spe- 
cial letters listed below have been pre- 
pared with the utmost care by business 
houses advertising in this issue. They 
will be sent free upon request, direct 
from the issuing houses. Please ask for 
them in numerical order. We urge our 
readers to take full advamtage of this 
service. Address, Keep Pested Depart- 
ment, Magazine of Wall Street, 42 Broad- 
way, New York City. 








“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing to investors 
their booklet ‘‘Odd Lot Trading,’’ which ex- 
plains the many advantages diversification 
offers to large and small investors. (225). 
THE BACHE REVIEW 
A summary of the general financial and 
business situation, published every week by 
J. 8. Bache & Co., 42 Broadway, New York. 
Sent on application. In writing please 
mention the Bache Review. (290). 
“FOR INCOME BUILDERS” 
describes a practical Partial Payment Plan, 
whereby sound securities may be purchased 
through monthly payments of as little as 
$10. Build a permanent independent in- 
come through the systematic investing. (818). 
HOW TO GET THE THINGS YOU WANT 
Tells you how you can become financially 
independent—how you can retire on an in- 
come—how you can provide money for emer- 
gencies—money to leave your home free of 
debt—money for other needs. (703). 
WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magasine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 
TRADING METHODS 
The handbook on Trading Methods, issued 
by Chisholm & Chapman, contains mueh 
helpful information for traders. A copy 
will be sent to you upon request tegether 
with their latest Market letter, (785). 
PARTIAL PAYMENT PLAN 
An old established New York Stock Ex- 
change house invites the purchase of high 
grade listed securities on monthly time 
payments. Descriptive booklet of plan sent 
on request. (813). 
DO YOU SAVE REGULARLY? 
Subscribe to the monthly installment shares 
of the Serial Building Loan & Savings 
Institute, a building and loan association 
operating under strict state supervision. 
Send today for descriptive literature. (835). 
INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 
“A 33% BUSINESS INCREASE 
In A So-Called Depression Year’’ is a book- 
let showing the accomplishment by Credit 
Service, Inc., of increasing business during 
the first six months of 1930, as compared 
with the first six months of 1929. (862). 
“SOME FINANCIAL FACTS” 


is , the title of a booklet issued by Bell 
Telep Securities Company, which will 





In the Next Issue 


As the Investor Sees the Wage Cuts 


What Are the Effects of Recent Wage Reduc- 
tions on Specific Companies and Securities? 


What Business Can Do to Help Itself 
* 


Dividends Safe and Prospects Fair 
Stocks Selected By The Magazine of Wall Street Staff 
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joe you some interesting information on 
this giant public utility. Send for your 
complimentary copy. (875). 

A SURE INCOME OF 5% T0 7% 
is made possible by the building and loan 
method of operation in Colorado, where 
state supervision is maintained. Booklet 
876 of Colorado’s largest guaranty capital 
association tells why. 

“A CHAIN OF SERVICE” 
describes and illustrates the history and 
development of the Associated Gas and 
Mectric System. A complimentary copy 
will be forwarded simply by requesting 


INTERNATIONAL HYDRO-ELECTRIC SYSTEM 
A new folder describes International Hydro- 
Electric System in detail, including photo- 
graphs of important properties in the United 
States and Canada. Write today for 894, 
ELECTRIC BOND AND SHARE COMPANY 
Do you desire information or reports on 
companies identified with the Blectric Bond 
and Share Company? Full information on 
any of them will be gladly furnished upon 
request. (898). 
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IMPORTANT ISSUES 
Quotations as of October 8, 1931 


1931 
Price Range 
———,, Recent 


Name and Dividend High Low Price 
Aluminum Co, of Amer...... 224 70 84% 
Amer. Commonwealth Pr-A 

(Btkz, 10%) oc cecccccccccce 17 g 5 
Amer, Cyanamid B.......... 12% 3% 4% 
Amer. Lt. & Tr. (2%).....-- 64% 20% 26% 
Amer, & Foreign Pwr. War.. 81% 4% 6% 
Amer. Gas Elec, (1)........- 97% 328% 43 
Amer. Superpower (.40)..... 19% 5 1% 
Assoc, Gas Elec. ‘‘A’”’ (Stk. 

IDE) ~ do ccsvewsenssceseccs 23% 5% 1% 
Brazil T. L. & P. (1)........ 28% 7 9% 
Central Stat. El. (10% stk.).. 12% 2 38% 
Cities Service (.30) .......... 20% 5% 1% 
Cities Service Pfd. (6)....... 84% 35% 52% 
Commonwealth & South. War. 2% % 1 
Cord Corp.: ....cccscccccccses 15 4% 6% 
Deere & Co. .ccccccccccscess 44% 8% 12 
Durant Motors .......--++-+> 8% % % 


Elec. Bond Share (6% stk.).. 61 144% 20% 
Ford Mot. of Canada A (1.20) 29% 8% 11% 


Ford Motors, Ltd. (.36%).... 19% 5% 1% 
Fox Theatre, A ......+...... 6% 1% 1% 
Goldman Sachs T........... . W% 2% 8% 
Gall OR CES) .0cinsceiccicces 15% 838  #46% 


1981 
Price Range 
cw——~— Recent 
Name and Dividend High Low Price 
Hudson Bay M. & 8......... 6% 2 2% 
Humble Oil (2%) .........+. 12 47% 50 
Internat. Pet. (1) .......+.+. 15% 7% #10 
International Utilities B..... 10% 2% 8% 
Mid West Util, (8% stk.).... 25% 8 10% 
Newmont Mining ............ 68% 18% 17 


Niagara Hudson Power (.40). 15% 6% 1% 
Niagara Hudson Pwr. Awar.. 3% %% 1 


Northern States Pr. A (8).... 152% 80% 91% 
Pennroad Corp. (.40)......... 8% 8% 4% 
Public Util. Holding Corp. of 

Amor. (Z. War.) ...-...... 6% 1 1% 
St. Regis Paper (.60)........ 21% 5% 1% 
ge ae Teer 4% 1 1% 
Standard Oil of Ind. (1)...... 38% 15% 20% 
Standard Oil of Ky. (1.60)... 28% 18% 16% 
Swift HB Oe. (8) 0 cecsss .0 30% 20% 22% 
CE RE 0505 bns ne cnneandss 13% 1% 2% 
United Founders ............ 10% 2 3% 
United Lt. & Pow. A (1).... 34% 8% 12% 
Serre 11% 2% 8% 
U. 8. Elec. Pwr. (w. w.)..... 8% 1% 3 
Utility Pow. & Lt. (1.02%).. 14% 3% 4% 
Woolworth (F. W.) Ltd..... 12% 5% ™%, 





CES on the New York Curb 
P'rschange have worked sharply 
higher in recent trading, the re- 
covery paralleling that on the Big 
Board and being induced by the 
favorable psychological response ac- 
corded the announcement of President 
Hoover's constructive plan to attack 
the depression in several vital spots. 

At this writing the rally may or may 
not be near its peak. At any rate, the 
first blush of public enthusiasm shows 
signs of waning and a growing caution 
is evidenced by buyers. The advance 
probably has been accompanied by the 
usual deterioration in the quality of de- 
mand as the market is called upon to 
absorb both realizing sales by short- 
term speculators and belated liquida- 
tion. 

Although the program announced at 
Washington is specifically helpful in 
relation to the banking situation, its 
most broadly beneficial influence -.is to 
check defeatist sentiment, making pos- 
sible an almost au‘omatic rebound in 
securities. At the higher price levels, 
however, and as the details of Mr. 
Hoover's proposals come in for more 
sober consideration, it appears that im- 
proved sentiment may need further 
stimulation to be maintained. -This-may 
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come in the form of a favorable out- 
come of the negotiations between 
Premier Laval and the President. 

All classes of Curb stocks have been 
moving in rather close conformity to 
the general trend, recovery in most in- 
stances being in line with the degree of 
preceding decline. Utilities remain the 
favorites in point of activity and many 
show a total recovery of 30 to 50 per 
cent. Electric Bond & Share, account- 
ing for about 20 per cent of all Curb 
dealings, has rallied approximately 40 
per cent from its recent low and similar 
percentage gains are shown by Ameri- 
can Superpower, Cities Service and 
other active issues. 

Gulf Oil, Woolworth, Ltd. and 
Ford Motor, Ltd., have met with a 
steady demand at moderately higher 
levels. Various investment trust issues, 
however, continue to show little evi- 
dence of favor. 

In the bond department of the Curb 
the second-grade and speculative issues 
have joined stocks in fast recovery, 
many gains running to 20 or 30 per 
cent, as measured from recent lows. 
The highest grade bonds show some 
tendency toward hesitation, influenced 
by the prospect of slightly higher in- 
terest. sates: 


(Continued from page 874) 
courses. It will either buy its cigarettes 
from the bootlegger, or it will buy them 
from the mail order houses, neither of 
which will affect the manufacturer ad- 
versely. 

On the other hand, if the cigarette 
industry has little to fear from state 
taxation, it cannot view the present de- 
pression so nonchalantly. Based upon 
internal revenue stamp collections, 
cigarette output in July and August 
made a sorry picture compared with 
the corresponding months of last year. 
In August, however, the production of 
loose smoking tobacco registered a sharp 
gain, indicating that the manufactured 
cigarette was giving ground to the 
hand-made variety. Evidence that 
manufacturers are alive to the situa- 
tion may be seen from the advertising 
of “roll your own” on a national scale, 
although profits from this business are 
unlikely to be as great as from the 
ordinary machine-made cigarette. 





' smartly-dressed women are 





Low Prices—the Key to 
Domestic and Foreign 
Trade 
(Continued from page 829) 








is buying a volume of American cot- 
ton two to three times the quantity 
bought a year ago. Why? Because 
cotton is cheap. Other markets in the 
so-called poorer countries have similar 
potentialities if we can contrive to 
bring prices down to the level of their 
buying powers. 


In American department _ stores 


buying 
French hats. You are behind the times 
if you think the appeal is that of im- 
ported luxury. It used to be. Now 
the attraction is price. Through the 
weapon of low price, made possible by 
low costs, the French hat-makers have 
cut seriously into our domestic mass 
market. They have proven that with 
low enough prices even our tariff wall 
is no barrier to imports. 

The example is fairly representative. 
Whether we like it or not, we are in 
the midst of an international trade war 
and the cardinal weapon of all par- 
ticipants is price. It is a war likely to 
grow ever sharper in the struggle for 
mass markets. Complicated by our 
preponderant creditor status and our 
virtual corner on gold, the established 
medium of exchange, our task in at: 
tempting to hold a reasonable share of 
foreign mass markets is difficult 
enough. But what is more important, 
we can no longer assume that the do- 
mestic market is sacredly inviolate. The 
competition of foreign goods of almost 
endless variety is steadily becoming 
more effective here at home. 

What can we do? Well, we can 
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abandon foreign trade and build a 
fence around this country with ever- 
higher tariffs or even embargoes. In 
that case, with the existing population, 
we cannot fully employ our existing 
producing facilities, much less expand 
them. And if we would continue to 
sell abroad, it is economically impossible 
that we should refrain from buying 
abroad. 

Here we seem, at first glance, to have 
an impossible stalemate. Yet the fact 
is, that even in recent years of pros- 
perity America has had no tremendous 
balance of international trade, if we 
make allowance for such invisible 
items as heavy expenditures of Ameri- 
can tourists abroad. Considering all 
items, visible and invisible, our balance 
for years has been surprisingly small. 
It has been a fair and satisfactory ex- 
change of goods and services. 


Active Exchange of Goods Is the Prime 
Need 


What we need now is not a domi- 
nance of trade which will drain the 
world of the rest of its gold, but simply 
a revival and continuance of the 
process of fair exchange. The more 
active it is, the more employment there 
will be for all and the more prosperity 
for the world at large. 

Lower costs and lower prices are the 
keys to all markets. We must excel 
where it is possible and admit the other 
fellow’s excellence where it is unde- 
niable. It is mass demand that both 
are trying to reach. If it is reached 
in active trade, which can never be 
other than a process of give and take, 
activity, employment and prosperity 
will follow. 

In the immediate situation, the trend 
toward lower costs appears to demand 
lower wages. That is a practical ex- 
pedient, rather than a solution. It can 
be justified only if the ultimate result 
isa larger demand, production and dis- 
tribution out of which employment will 
increase and the real standard of living 
will advance. Otherwise the sub- 
sistence level constitutes a compara- 
tively nearby limit to the process. 

It is a limit which is not likely to be 
reached in this country, for we have 
leamed that mass income is vital to 
mass purchasing power. It is more 
likely that the economies of greatest 
ultimate importance will be found in 
producing and distributing methods. 
Possibly distribution, which in some 

ds of promotion and middleman 
profits unquestionably has gone to ex- 
travagant extremes, offers the greatest 
single opportunity for cutting costs. In 
any event, it must share with labor and 
with production in readjustment. 

As to labor's sacrifice, whether tem- 
porary or permanent, it is necessary, 
above all, to think in terms of sound 
economics. We must think not of 
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IMPORTANT ISSUES 
Quotations as of Recent Date 








Bid Asked 
Alpha Port. Cement Pfd. (7)...... 85 110 
American Book Co, (7).:......+.. 70 76 
Amer. Dist. Teleg. (4)........... 7 82 
Oe aa 109 
Amer, Manufacturing . 20 
4 YS as 58 
Amer. Meter Co. (3)... 35 
Babcock & Wilcox (7) 76 
Bliss (E. W.) Co., 1st 60 
ip 6 J AL a rer ac 
Bohack (H. C.) Co. Ist Pfd. (7) 102 
2 NE ag BES err 33 
Colt Fire Arms (1%).....-...+++. 12 
Carnation Co. (1%%).......-eseeee 24 
BOD ees ASD. .censcvncvccceses a 
Cleveland El. Illum. Pfd. (6)..... 110 pic 
Congoleum Oo, Pfd. (7).......... 100 a 
EE MMOL in osicccoecnscoeesce 5 
oe eS pre ee 60 
Crowell Publishing (3) se 46 
oo» kU Sere - 109 
Detroit & Canada Tunnel......... % 
Dixon (Jos.) Crucible (8) ......... 100 115 
ee Oe ee ik 30 
I << cc nceceehnn b0066h% 22 25 
Franklin Rwy, Sup. (2) ......... ‘a 40 
Gt. Atl, & Pac. Tea Pfd. (7)..... 118 122 
SEUEESEOEE TERED 4. cccccicvccces 25 35 
ED snd nine dee thay dus f 
ORIEL Aesuneecoteens<- ches 25 








Bia Asked 
Lanston Mono. (7%) .......--+++- 74% 76 
Merck Co. Pfd. (8)........-.ee0+ 64 69 
Metropolitan Chain Stores Pfd..... + 4% 
Murphy (G. C.) Pfd. (8).......... 88 98 
Nat. Casket (4) .......eeeeeeseee 60 70 
DO. OR. FED. os covcesccevevees 100 106 
National Shirt Shops............. 8 5 
Newberry (J. J.) Pfd. (7)....+.... 85 92 
Remington Arms Ist Pfd. (7).... 70 75 
Roxy Theatre ......cccccccsccece 1 
Savannah Sugar (6)....:.......++ 50 60 
PORUR Rasioskeehasssssssabaes 83 93 
Safety Car L. & H. (4)......+.... 26 32 
Singer Mfg. Co. (18)..........++. 155 165 
Standard Screw (4) ......-.+eeeee 45 55 
Stetson (J. B.) Co.......e..eeee 12 16 
Se Se ae 15 19 
United Po ER Gb isnasebaeaes 1 5 
csp h Mahi. ab biewsdeeoccn ed 5 10 
Wash. Ry. & Elec. (7)........... 400 * 
ee ES eee 971% 99% 
Welch Grape Juice (2%)......... 87 42 
WO BIA, (8) coccsvcscisccvcces 98 102 
West Va. Pulp & Paper (1.60).... 21% 22% 
ee RS 93 95 
White Rock 2nd Pfd. (20) sone ae = 
“> > ees 100 x 
Woodward Iron ............ eden: ee 9 
Ee SE ere 90 95 
oy ie eee 101 ise 








money wages but of real wages, as 
translated into buying power and liv- 
ing standards. There can be no pros- 
perity without an increase in real 
wages. But we can get such an in- 
crease by lowering prices just as effec- 
tively, if not more effectively, than by 
increasing dollar wages. 

Must cotton go up? Would not all 
of us be better off if we'learned to grow 
it with adequate profit at 5 cents a 
pound? 

It can be done. Many planters are 
forsaking the system of tenant farmers 
and employing large scale tractor 
equipment. Recent figures show that 
whereas it cost $13 to cultivate an acre 
of cotton with one mule, $8.09 with 
four mules, tractor equipment can do 
it for $5.24. Picking costs are suscepti- 
ble to similar saving. Hand-picking is 
giving way to the cotton sled—but the 
mechanical picker will soon supplant 
that with tremendous savings in labor 
cost. 

Similar economy is possible in wheat. 
The large well managed American 
farm can produce wheat cheaper than 
the collectivist farms of Russia. Camp- 
bell, the largest individual farmer in 
the country is doing it. In sections of 
Montana farmers employing modern 
machinery on growing areas from 1,000 
acres upward raised wheat at a cost of 
33 cents last year. 

These instances show what can be 
done in agriculture. Manufacturing is 
already farther along the path toward 
the goal of lower costs but more prog- 
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ress is possible with a full use of mod- 
ern equipment and a ruthless replace- 
ment of the obsolete. Not necessarily 
more but certainly cheaper production 
is the path to business recovery. 
Mechanization, business efficiency and 
competent financing can light the way. 








Fundamental Change or Rally? 
(Continued from page 827) 








have any substantial market effect one 
way or the other. The purpose behind 
this move is not officially explained. It 
is probably motivated in part by a de- 
sire to check exports of gold. We can 
well afford to lose a. substantial quan- 
tity of the metal if it would flow to 
England or other countries where it is 
badly needed, but the bulk of our ex- 
ports have gone to France, which does 
not need gold. 

There are other aspects of the mat- 
ter. By raising short-term interest 
rates, the higher discount level should 
permit banks to expand their current 
slim margin of profits. This might in- 
directly tend to stimulate a slightly 
more liberal credit policy on the part 
of the banks and thus stimulate general 
confidence. The only possible adverse 
effect would be to lower values of .the 
highest. grade bonds, in which banks 
are heavy investors. 

The 1% per cent discount rate had 


long been criticized in some quarters as 
being wholly out of line with actual 
money market conditions. The in- 
creased rate unquestionably marks a 
significant turning point in Federal Re. 
serve Board policy. It is a tacit ad. 
mission that the easy-money theory of 
stimulating business is a definite failure 
and that hereafter any effort to apply 
credit remedies will have to take a dif. 
ferent form. 

‘In the absence of fresh business de. 
velopments, the only statistical change 
of consequence is in the commodity 
price movement. The average level 
has dipped slightly below the 1913 line, 
thus technically ending the hopeful pe- 
riod of stability which had lasted since 
mid-May. ‘The moderation of the de. 
cline, however, appears to suggest that 
any remaining adjustment will be 
gradual. 

Since the purpose at Washington is 
to check an overdone liquidation-——and 
certainly can not contemplate the folly 
of attempting to manufacture a bull 
market—it is unlikely that speculative 
efforts to extend the rally will meet 
with favor in high quarters. For this 
reason any further remedies in Mr. 
Hoover's program may logically be held 
back until they are more badly needed. 

Meanwhile market interest may shift 
again from the domestic to the foreign 
scene. The coming British election will 
be watched with intense interest, if not 
concern. Possible revaluation of the 
pound or restoration of its former value 
will remain a subject of conjecture. 

Above all, there are . possibilities 
either of world-wide gratification or 
world-wide disappointment in the re 
sults of the early visit of Premier Laval, 
of France, to Washington.. If our 
policy of “national unity” can be ex: 
tended into an international unity which 
will definitely settle the problem of re 
parations and debts and thus tend to 
safeguard the peace of Europe one of 
the greatest obstacles to world business 
recovery will be removed. 
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Important Dividend 


Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 


Amount Stock Pay: 
Declared Record able 


«. $.25 1024 11-16 


Ann’l 
Rate 


$1.00 Allis-Chalmers Mfg. Q 

1.40 Amer. Mach. & Fdy... .35 Q@ 

10,00 Atch., Top. & S, Fe.. 2.50 Q@ 

3.00 Chicago Yellow Cab.. .25 4 10-20 11-2 
Qa 
Qa 
Qa 


3.00 Cluett, Peabody & Co. .75 10-21 11-1 
1.50 Columbia Gas & Elec. .37% 10-20 11-15 
5.00 Hershey Chocolate ... 1.25 10-25 11-15 
2.00 Liquid Carbonic ..... .50 10-20 11-1 
_... Loose-Wiles Biscuit .. .10 Ext 10-19 11-1 
2.60 Loose-Wiles Biscuit .. .65 Q 10-19 11-1 
3.00 Macy (R. H.) & Co... .75 @ 10-28 11-16 
4.00 National Casket ..... 2.00 SA 10-29 11-14 
1.40 Philadelphia Co. ..... 35 Q@ 10-1 10-31 
2.00 So. Calif. Edison..... .50 Q 10-20 11-15 
‘80 Tobaceo Products ‘‘A"’ .20 Q 10-26 11-16 
3.00 Wrigley (Wm.) Jr... .25 M 10-20 11-1 





———— 
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STATEMENT OF THE OWNER- 
SHIP, MANAGEMENT, CIRCU- 
LATION, ETC., REQUIRED BY 
THE ACT OF CONGRESS OF 
AUGUST 24, 1912 


Of The Magazine of Wall Street, published 
every other week at New York, N. Y., for 
Octuber 1, 1931. 


State of New York] 
County of New York §8® 


Before me, a Notary Public in and for the 
State and county aforesaid, personally ap- 
eared BH. Kenneth Burger, who, having been 
duly sworn —aen to law, deposes and 
says that he is the Managing Editor of The 
Magazine of Wall Street and that the follow- 
ing is, to the best of his knowledge and be- 
lief, a true statement of the ownership, 
management (and if a daily paper, the cir- 
culation), etc., of the aforesaid publication 
for the date shown in the above caption, re- 
quired by the Act of August 24, 1912, em- 
bodied in section 411, Postal Laws and 
Regulations, printed on the reverse of this 
form, to wit: 


1. That the names and addresses of the 
publisher, editor, managing editor, and busi- 
ess managers are: 


Publisher, C. G. Wyckoff, 42 Broadway, . 


New York, Editor, none. Managing 
Editur, EK. Kenneth Burger, 42 Broudway, 
New York, N. Y. Acting Business Man- 
ager, F. R. Donovan, 42 Broadway, New 
York, N. Y¥. 


2. That the owner is: (If owned by a 
corporation, its name and address must be 
stated and also immediately thereunder the 
names and addresses of stockholders ownin 
or hulding one per cent or more of tota 
amount of stock. If not owned by a cor- 
poration, the names and addresses of the 
individual owners must be given. If owned 
by a firm, company, or other unincorporated 
concern, its name and address, as well as 
those of each individual member, must be 
given.) 

The Ticker Publishing Co., Inc., 42 Broad- 
way, New York, N. Y. C. G. Wyckoff, Inc. 
(stockholder), 42 Broadway, New York, 
N. Y., the stockholders of which are: C. G. 
Wyckoff, 42 Broadway, New York, N. Y. 


8. That the known bondholders, mort- 
gagees, and other security holders owning or 
holding 1 per cent or more of total amount 
of bonds, mortgages, or other securities are: 
(If there are none, so state.) 

R. D. Wyckoff (bondholder), Greenwood 
Lake, N. Y.; C. G. Wyckoif, Inc. (bondholder), 
42 Broadway, New York, N. Y., the stock- 
holders of which are: C. G. Wyckoff, 42 
Broadway, New York, N. Y. 


4. That the two paragraphs next above, 
giving the names of the owners, stockhold- 
ers, and security holders, if any, contain 
not only the list of stockholders and secur- 
ity holders as they appear upon the books 
of the company but also, in cases where the 
stockholder ur security holder appears upon 
the books of the company as trustee or in 
any other fiduciary relation, the name of 
the person or corporation for whom such 
trustee is acting, is given; also that the 
said two paragraphs contain statements em- 
bracing affiant’s full knowledge and belief 
as to the circumstances and conditions 
under which stockholders and security hold- 
ers who do not appear upon the books of 
the company as trustecs, hold stock and se- 
curities in a capacity other than that of a 
bona fide owner; and this afflant has no 
reason to believe that any other person, as- 
Sociation, or corporation has any interest 
direct or indirect in the said stock, bonds, 
or other securities than as so stated by him. 


5. That the average number of copies of 
each issue of this publication sold or dis- 
tributed, through the mails or otherwise, to 
paid subscribers during the six months pre- 
ceding the date shown above is—(This in- 
formation is required from daily publications 


only.) 
E. KENNETH BURGER, 
Managing Editor. 


Sworn to and subscribed before me this 
19th day of September, 1981. 


_{Seal]_ Ralph J. Schoonmaker, 
Notary Public, Westchester County. 


, Cert. filed in N. Y. Co. No. 1887, Reg. No. 
§ 38885. Commission expires March 80, 1988. 











OCTOBER 17, 1931 





Cumulative Index to 








Volume 48 


Pages 1 to 66, Inclusive, May 2, 1931 
Pages 67 to 131, Inclusive, May 16, 1931 
Pages 132 to 194, Inclusive, May 30, 1931 
Pages 195 to 260, Inclusive, June 13, 1931 
Pages 261. to 360, Inclusive, June 27, 1931 
Pages 361 to 426, Inclusive, July 11, 1931 
Pages 427 to 490, Inclusive, July 25, 1931 
Pages 491 to 556, Inclusive, Aug. 8, 1931 
Pages 557 to 620, Inclusive, Aug. 22, 1931 
Pages 621 to 686, Inclusive, Sept. 5, 1931 
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